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1 

2 Ottawa, Ontario, 
Monday, 

3 September 12, 1960 

4 

: -~--On commencing at 10.00 a.m. 

6 THE CHAIRMAN: Before calling on Mr. Smith, 

7 I think I should advise everyone that our colleague, 

8 Mr. Mann, is no longer the Executive Secretary of 

9 the Maritimes Transportation Committee; he is the 

10 Vice-Chairman of the National Harbours Board, and we 

1 congratulate him, 

12 However, he is not to leave the Commission; 

13 he is staying with the Commission, for which we are 

14 pleased, In the meantime, we congratulate this young 

15 Canadian on his merited promotion, 

16 MR. SINCLAIR: Well, Mr. Chairman, we are 

7 very happy to have knowledge that Mr. Mann is going 

18 into this new office, and it has some rather big 

19 problems, We know that he will deal with them and 

20 bring to them the same aggressiveness and close 


study that he hes done in everything that he has been 
engaged in since he got out of the University of 
Toronto. We congratulate himsalso.. 

MR. MACDOUGALL: On behalf of Canadian 
National, I would like to extend my congratulations 
to Mr. Mann. I have had the pleasure of knowing him 
for a good number of years and, being a Maritimer 
and knowing the work he has done with the Maritimes 
Transportation Commission, I am sure that all 


Maritimers- look forward to the continuance of his 
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excellent work with the National Harbours Board, 


THE CHAIRMAN: Even although he was born 
in Toronto} 

MR. FRAWLEY: Speaking for Alberta, Mr, 
Chairman, I accordingly join in the congratulations 
to Mr. Mann, I am genuinely sorry that when this 
Commission finishes -~ if it ever does -= that we 
will not have Mr, Mann back directing the transportation 
affairs of the Maritime provinces, because when he 
was there it lead to many pleasant associations with 
me in my humble efforts to look after similar:matters 
for the Province of Alberta. 

Certainly, going to the National Harbours 
Board = I don't know enough about the National Harbours 
Board, because so far we haven't any harbours in 
Alberta; we harbour a lot of very important people 
there, and that is my only experience. 

Anyway, in all seriousness, I am taken by 
surprise, tecause I didn't know about these matters, and 
I congratulate Mr. Mann, as I congratulate the 
Governor General-in-council for appointing him, 

MR, CARTER: On behalf of another province, 
Mr. Chairman, may I add the congratulations of that 
province to Mr. Mann. 

MR, BRAZIER: Speaking on behalf of a 
provinee that does have harbours, I know that the 
people of British Columbia will welcome Mr. Mann's 
appointment to this very important post, «nd we 


will look forward to seeing him in our native province 
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from time to time. I am sure many people there will 
have problems to put to him, and that he will give 
every consideration to the Pacific coast as he would 
to the Atlantic coast, and I certainly add my 
congratulations déonaes already given to Mr. Mann. 

MR. MAURG:: On behalf of the Province of 
Manitoba, Mr. Mann, we certainly want to extend to 
you our congratulations and best etbhee on this new 
appointment, It certainly will be well received, I 
am sure,by the Hudson Bay Route Association, and I 
will expect to hear some big things from the Port of 
Churchill, at least on November 2nd. 

MR. HUME: On my own behalf, I would like to 
congratulate Mr. Mann. I am not at all surprised to 
hear the Chairman say that this morning because it 
was published in Friday's Globe and Mail in Toronto. 

I was very delighted to hear about it. 

MR. Mann went from originally serving an 
association to an area of Canada, and now he is serving 
a broader area of Canada. I congratulate him most 
sincerely. 

MR. SMITH: Mr, Chairman, I join with my 
confreres in the hearty felicitations that have been 
extended to my old associate, Mr. Mann, We have been 
associated for a number of years, and our relationship 
has been most happy. I know that in following the 
footsteps of another Maritimer, Bob conser at he will 
be most acceptable. ¢ 


COMMISSIONER ANSCOMB: I would like to say -- 
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I don't like to disagree with everybody else, but 
seemingly I do that most of the time -- but, if my 
friend is as tight with the Harbours Board as he has 
been with this Commission in most things, I say 
thank God Victoria's Harbour is not in the National 
Harbours Board! 

COMMISSIONER MANN: There is very little 
that can be said after that last sally, but I do want 
to thank you, sir, and everyone here for the very 
kind remarks. I am approaching leaving the Maritimes 
with a certain amount of sadness, but I do know that 
I will still keep some very close associations with 
the eastern part of Canada, because by number of 
harbours twenty-five per cent of them are in the 
Atlantic provinces. 

Thank you again, sir. 

COMMISSIONER BALCH: I would like to say 
just a word about a remark that was passed last 
Saturday in caucus. Mr, Mann told us that he was 
vice-chairman, so I asked him if that included labour 
relations, and our chief counsel there said, "Yes, 
that's the vice part of it." 

THE CHAIRMAN: Mr. Smith? 

MR, SMITH: Mr. Chairman and commissioners, 
I appear for tne Maritimes Transportation diciivabciae 
as you may know. 

The submission, which consists of two 
volumes, will be spoken to and presented by three 


witnesses: Mr. Earl T.Steeves, Mr. Craig F. Dickson, 
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and Mr. Arthur C. Parks, 

I would ask that these gentlemen take the 
witness stand, if I may, so that I may refer to the 
positions which they will occupy during this hearing. 
I will now refer to the qualifications of Messrs, 
Steeves,Dickson and Parks.. 

EARL T,. STEEVES,called. 

MR. SMITH Q: Mr. Steeves, your educational 
background is -- I don't wish to embarrass you, but 
I will put the questions to you in very short and 
summary form, From 1947 to 1951, you attended St. 
Francis Xavier University in Antigonish? 

A. That's right, sir. 

Q. And you graduated as B.A. Magna cum laude 
from that university? 

A. That's right. 

Q. From 1951 - 1952 you had a scholarship 
at Clark University, Worcester, Mass.? 

A. Yes, that's right. 

Q. From which you graduated with the degree 
of Master of Arts and Economics? 

Ay “Right, sir. 

Q. In so far as your training and experience 
is concerned, I understand that you wrote a thesis 
for your M.A. on the Maritime Transportation problems, 
which I consider a very large and extremely interesting 
topic. 

Now, from 1952 to 1956 you were Research 


Assistant to the Railway Association of Canada? 
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(Swiun) 

A. That's right. 

Q. And from 1956 to 1959 you were Assistant 
Transport Economist in the Railway Association of 
Canada? 

A, | X88), 

Q. And the transportation report of Mr. 
J.C. Lessard, Royal Commission on Economic Prospects -- 
you were on the staff in which that work was 


established? 


Q. Your present employment is not concerned 
with transportation? 

A. “Shat’dasr correct, sir. 

Q. You were born in New Brunswick? 

A. In Moncton, sir. 

Q. Moncton, New Brunswick? 

A. Yes. 

CRAIG F, DICKSON, called. 

MR. SMITH: The next gentleman I present 
is Mr. craig F. Dickson. He is the secretary-treasurer 
of the Maritimes Transportation Commission. He was 
born in Springhill, Nova Scotia -- perhaps some of 
you have heard that -- and he graduated from Springhill 
High School and St. Charles Commercial School at 
Amherst, Nova Scotia, 

MR, DICKSON: That's right, sir. 

MR. SMITH Q: You were a clerk in 
the Customs and Traffic Department of the T. Eaton 


Company in Moncton for three and a half years? 
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Aw Yes,«sir. 

Q. And you have been employed for the last 
seven and one half years with the Maritime Transportation 
Commission, presently holding the position of secretary- 
treasurer? 

A. That's right, sir. 

ARTHUR C. PARKS, called: 

MR, SMITH: Now, the next gentleman I 
present is Mr, Arthur C. Parks of Fredericton, 

MR. SMITH: Q: Mr, Parks, you are a B.A, 
Honours in Economics, and M.A. honours in Economics 
from the eotveestun of New Brunswick? 

A, That's right, sir. 

Q. And presently you are director of 
research for the Atlantic Provinces Economic 


Council and secretary-treasurer of the Atlantic Provinces 
Research Board and lecturer in economics at the 
University of New Brunswick? 


A, That's right, sir, 

THE CHAIRMAN: You have two volumes here? 

MR, SMITH: There are two volumes, The first 
volume consists of the submission, and it is 
reinforced by volume 2 containing 2 number of 
appendices, and I supplied copies of these submissions 
to the Secretary of the Commission, and also to 
railway counsel, and counsel for the provinces and 
Mr. Hume and other gentlemen. 

THE CHAIRMAN: Do you wish the first 


statement in the record 
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(Smith ) 

1 

2 MR, SMITH: May I speak to that for just a 

3 moment, Mr, Chairman? 

4 I am fully cognizant of the desire of your 

5 Commission that everything reasonably possible be 

6 done to the end that these hearings be not unduly 

4 protracted, I think that is perhaps a bit of an 

8 understatement --- 

9 THE CHAIRMAN: An understatement. 

10 MR. SMITH: And, therefore, I am respectfully 
1 suggesting that the submissionB consisting of these 

13 two volumes be taken as read than read irito the record; 
13 and that, in order to make the submissions more easily unde 
al stood and appreciated, and in certain instances the 

15 witnesses, one or more of them, will read certain 

16 passages from the submission; and in other cases 

17| they will comment upon and supplement the statements 

is found in the submission. 

ss) I accordingly will ask Mr. Steeves if he 

20 would read the introduction found in Volume 1 of the 

a1 submission, 

5 THE CHAIRMAN: We appreciate your consideration, 
93 and you may handle this in your own way. 

24 MR. SMITH: Thank you, Mr. Chairman, 
25 Will you read the introduction, Mr. Steeves¢% 
26 
27 --- See volume 33-A, 

28 

29 : 
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DIRECT EXAMINATION BY MR, SMITH: 

Q. Now, Mr. Chairman, you are aware, it 
is not always possible to prepare statements of this 
nature without some errors and omissions, Happily our 
errors and omissions are not of a very serious nature, 
I have had an errata prepared which I shall now hand to 
the reporter and there are also additional copies for 


anyone who would like one now. 


---(See Volume 834A) 


MR, SMITH: Qo There are no questions which 
I shall ask any of the witnesses until I come to 
paragraph 13 where an unfortunate error has crept in 
and that is the statement that the Intercotonial Railway 
was completed at an approximate cost of $1 million, 

THE CHAIRMAN: What would it cost today? 


MR. SMITH: Mr. Steeves, could you answer 


that? 
A. The approximate cost is $34 million. 
Q. I do not know what it would cost today. 
A. The original approximate cost was $34 
million. 


Q. And that was in 1876? 

A. Yes. 

Qe I now direct your attention to paragraph 
19 of the submission and perhaps it would be as well if 
you read that passage. 

A. While a detailed analysis of the early 


rate structure of the Intercolonial Railway might be 
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desirable, it ne doubtful whether this would serve to 
clarify significantly the main policy considerations in 
regard to the rates on the line. It is sufficient to note 
that the actual rates on the Intercolonial were based 

on the rates on other railways in Canada, but that they 
were generally lower as a direct result of government 
policy in regard to the operation of the line, Thus 
there were four merchandise classes, and special 

rates on grain and flour, vegetables, lumber and 
livestock, These rates were lower, mile for mile, 

than those in Ontario-Quebec. In 1889 the "ten 

class" type of tariff ome adopted using the Canadian Join 
Classification, but the Intercolonial rates were still 

on a lower basis than those in Ontario-Quebec, Appendix 
II, taken from the RAC Henry Study prepared for the 

Royal Commission on Dominion-Provincial Relations, 

1939, shows this relationship graphically. 

Qe Will you please refer to that Appendix 2 
and state where it appears in Appendix 2? 

A. I should like to make comment on some of 
these graphs to indicate what relationsnip they do show. 
Page 1 the relationship for first class standard mileage 
rates is shown for a distance of 400 miles. You will 
note the dotted line appearing at the bottom which 
indicates the maritime scale relative to the Quebec- 
Ontario scale. From the dates appearing on the bottom 
of the graph we go from 1889 to 1912 approximately. 
Standard mileage rates for 400 miles first class in 


the maritimes were approximately 38 per cent below the 
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2| Ontario-Quebec scale. Between 1912 and 1922 roughly 
3| this level of rates in the maritimes became equalized 


4] with the OntariO-Quebec scale. 


on 


On page 2 of Appendix & the study is shown 
6| for 5th class rate for 400 miles as between the maritimes 


7| and Quebec-Ontario. Between 1882 and 1889 you will 


8| note that they were roughly the same, about 40 per cent 

9|| below the Quebec-Ontario scale. They then dropped 

10] in around 1900 to approximately 1912 to 38 per cent 

11] below the Ontario-Quebec scale after which time they were 
12| pretty well increased up to 1922 when they were equal to 
13], the. Quebec-Ontario scale. 

14 Page 3 of Appendix 2 the same situation is 
15|ishown, the 5th class standard mileage rate for 700 miles. 


16|| in 1890 the rates in the maritimes were approximately 


17| 60 per cent below the Ontari@-Quebec scale, The 
| situation is then traced through up to 1922 when they 
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became equalized with the Quebec-Ontaric scale. It is 


20| similar for pages 4 and 5. I might mention that we 


21) have only used a few of the graphs in the report to show 


22| this relationship of general increase of tne maritime 

23|| scale from 1912 up to 1922 in relation to the Ontaric- 

24|) Quebec scale. 

25 Q. Now, Mr. Steeves, I refer you to paragraph 
26| 28 at the bottom of page 11 where you are dealing with the 
27 | question of sections 6 and 7 of the Maritime Freight 

28 | Rates Act. Perhaos for the benefit of the Commission 


29|| you might read that paragraph. 


eng... OU. A.  Otxer important provisions of the Act are 
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2|| those contained in Sections 6 and 7. The former 

3] stipulates that the reducccrates are to be considered 

4| statutory rates and as such “not based on any principle 


5| of fair return to the railway for service rendered in 

6] the carriage of traffic". Section 7 states that 

7| the purpose of the Act is to give "certain statutory 

8| advantages" in rates to persons and industries in 

9/ "select territory", This section further directs 

10/ that the Board shall neither approve nor allow any rates 
11/ which might destroy or prejudicially affect such ad- 

12]| vantages in favour of persons or industries outside 

13 "select territory". 

4 Q@. Now perhaps this is an obvious question 
15 put I will ask you anyway. There is a reference there 
16] statutory rates, have these statutory rates borne the 
a impact of the increases that have taken place since 1947- 
18, 439 

19 A. These rates have been increased along 
20|| with general increases in rates since that time. 


21 @. I will now refer you to pages 17 and 18 


22| and particularly to paragraph 5/. Feernaps it would 

23|| be as well for you to read that and then continue on 

24) with paragraphs 58 and 59. 

25 A. From these findings of the Commission it 
26 is difficult to avoid the conclusion that the Commission 
27|| either failed to appreciate the real purpose of the Act 
28 or, alternatively, that it overlooked completely the 

29 findings on which the recommendations of the Duncan 


20 Commission were based which directly resulted in the 
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passage of the Act in 1927. Thus the Commission 
states, and correctly, that the object of the 20% 
reduction "was to restore the advantages of the 

rates. . . which the maritimes had enjoyed prior to 

1912" but gees no further in rejecting the request. 
Similarly, it considers a departure from the 20% reduc- 
tion “unwise”, basing its opinion on the calculation used 
by the Duncan Commission in arriving at such a figure, 
which, again, is only incidental to why the Duncan Com- 
mission proposed a reduction at all. 

And finally, the last statement of the Commissio 
regarding the design of the Act appears to support the 
contention that the Commissioners failed to appreciate 
the real purpose of the Act, The “peculiar set of 
circumstances" referred to was obviously the "“levelling- 
up" of Intercolonial rates after 1912, since the main 
feature of the Act is the reduction in rates which it 
presecribes, Thus it would appear that the Commission, 
instating that the Act "has performed and continues to 
perform the functions for which it was designed", was 
referring specifically to the percentage reduction as 
such pather than the reason why a reduction was considered 
necessary in the first place. 

The foregoing is not intended in any way to 
reflect upon the judgment of the Turgeon Commission in 
refusing to recommend any of the suggested changes in the 
Act, but merely to point cut that its reasons for doing 
so would appear to be based on tne fact that it inter- 


preted the purpose of the “ct to be the actual percentage 
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reduction resulting from the theory employed by the 
Duncan Commission rather than the reason why the Duncan 
Commission proposed a reduction at all, i.e., the real 
purpose of the Act which was to restore the purpose of 
the Intercolonial Railway. 

Q. Now, have you some comments to make on 


these passages which you have just read? 
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MR, STEEVES: There is a possibility that 
this material should be broadened a bit, and to that 
extent I have prepared a memorandum relating to 
paragraphs 57 to 59 inclusive, and I should like to 
read this into the record, 

THE CHAIRMAN: Granted, 

MR, STEEVES: The statement on page 230 
of the Turgeon Report summarizes Commission's views: 

"It is perhaps important in considering 

the matter to bear in mind that the 20 

per cent peauniees was based on a 

calculation made by the Royal Commission 

under the Chairmanship of Sir Andrew Rae 

Duncan, which found that from 1876 to 1912 

rates over the Intercolonial Railway had 

been kept at a low level to carry out the 
policy of successive federal governments 
and the pledges that had been made prior 
to Confederation, The Duncan Commission 
found that the rates had been increased 
after 1912 on the Intercolonial Railway 

so that 'their 100 had become 192' and 

that the estimated average increase of 

rates in the rest of Canada was 55 per cent, 
so that 'their 100 had become 155', The 

20 per cent reduction on the Intercolonial 

rates was intended to make the 192 become 

approximately 155 and thus restore the 


position previously enjoyed." 
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cent was necessary ‘to restore the position previously 


enjoyed', 


(Smith ) 
1 
9 As noted, the Commission refused to go 
3 along with an increase in the percentage reduction, 
4 holding: (P. 234). 
5 "A change in the 20 per cent reduction 
6 would be an unwise departure from the 
y theory employed by the Duncan Commission 
P in arriving at the remedy which it 
9 proposed," 
10 The Commission considered the proposal as 
rr overlooking the basic purpose and intent of the Act, 
3 (p. 234). 
13 The questions to be asked, therefore, are: 
14 (1) what was the 'theory' employed by the Duncan 
15 Commission ‘in arriving at the remedy which it 
ié proposed! and, (2) what is the 'basic purpose and 
rr intent of the Act?" 
18 In the above paragraph, reference is made 
1 to the reduction being based on a calculation made 
40 esithe Duncan Commission; this can only refer to the 
»1 technique used by the Duncan Commission to ascertain 
rv the increase in rates on the Intercolonial compared 
33 to rates ‘in the rest of Canada,' The theory, 
oA in short, was to compare the increase in rates 
25 on the Intercolonial with the rates elsewhere in 
26 Canada, find out how much greater the increase was, 
97 and recommend a corresponding reduction. The increase 
- was found to be such that a reduction of 20 per 
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Regarding the second question, the basic 


2 

3 purpose and intent of the Act, the purpose of the 

4 Act is spelled out in Section 7: 

e "The purpose of this Act is to 

6 give certain statutory advantages in 

4 rates to persons and industries in the 

8 three provinces of New Brunswick, Nova 

9 Scotia and Prince Edward Island, and in 

10 addition upon the lines in the province 

i of Quebec hereinafter called ‘select 

12 territory'",. 

13 The conelusion which follows from this 

14 logically defines the "intent" of the Act, To the 

15 extent that the reduction was intended to "restore 

16 the former position" regarding rates on the Inter- 

17 colonial prior to 1912 as compared to rates elsewhere 
18, in Canda, the intent of the Acti, therefore, was to 

19 give statutory recognition to the policy and pledges 
20 regarding pre-Confederation promises inherent in the 
a1 rate structure prior to 1912. This was the ‘quid pro 
09 quo! without which there would have been no 

93 recommendation for a remedy in the first place, 

24 The intent of the Act therefore, is explicity clear: 
95 it was to further the purpose for which a low level 
6 of rates had been established in the first place, i.e., 
a4 to enable Maritime merchants, traders, and 
28 manufacturers to get into the central markets, 

29 To sum up the pertinent question in this 


30 regard does not concern the 'theory' employed by 
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the Duncan Commission in arriving at the remedy 

it proposes, but "why" it considered a remedy 

necessary at all! In short, not "how" it arrived 

at the figure used in calculating the amount of the 

percentage reduction, but why it recommended a 

reduction regardless of the amount, 

It is submitted that the case brought before 
the Turgeon Commission in 1949 regarding an increase 
in the percentage reduction, far from overlooking 
the basic purpose and intent of the Act, was 
predicated on it. 

MR, SMITH: The next paragraph to which | 
I will refer is paragraph 64 and following paragraphs 
on pages 19 and 20 of volume one of the submission, 
and in this case a propose to put certain questions 
to Mr. Dickson. 

Paragraph 64 refers to the observations 


of the then Minister of Finance, Mr. Harris, in thé 


-budget address on March 14th, 1957, relating to 


the change in the Maritime Freight Rates Act. 

Now, would you refer to that passage, Mr. , 
Dickson, and to the following passages, and I may 
ask, with particular reference to the second last 
paragraph, if the hopes of the Minister were fulfilled 
I will read that second last paragraph: 

"A study of the average increase in 
freight: rates since 1947 on this traffic, 
as compared with the increase in the 


rest of Canada, shows that an increase 
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1 
2 in the subvention paid under the Maritime 
3 Freight Rates Act is justified, That is, 
4 an increase in the subvention from its 
5 present 20 per cent level to a level am 
6 30 per cent in the case of outbound 
4 traffic will restore these rates to the 
8 position they occupied in relation to 
9 other Canadian rates at the end of World 
10 War II." 
11 Now, what do you have to say as to the 
12 expectations of the Honourable Minister of Finance 
13 in that passage and its fulfillment in the years 
14 which followed? bs 
15 MR, DICKSON: . In our submission, sir, 
16 | in that paragraph 66 we state that it does not 
17 | appear to have accomplished this purpose,because it 
18 had the effect only of offsetting by and large the 
19 general increase in freight rates of 11 per cent 
* granted earlier in the year, and that is shown in 
21 Appendix V of our submission. 
92 Perhaps I should turn to that and show 
23 you some examples. 
24 Appendix V, page 2, is a rate history of 
25 steel bar rates from Amherst and Montreal to 
26 Quebec. The rate on October 11th, 1954 under 
7 colum A was $11.20 per net ton; on July 9th, 1957, 
28 after the additional Maritime Freight Rates Act 
29 reduction, that rate again was $11.20. So the 


30 reduction only originally wiped out the increase 
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TORONTO, ONTARIO 


(Smith ) 
1 
; authorized in January, 1957. Under column B the 
same situation is shown: the rate was $9.60 per net 
3 
? ton on October llth, 1954, and on July 9th, 1957, it 
: was again $9.60. 
A ; If you return to page 4 of Appendix V, a 
: somewhat similar situation is portrayed there. On 
i January 17th, 1955 -- 
. MR, SMITH: And that deals with eleetric 
stoves, 
10 
MR, DICKSON: Yes. From Sackville to 
. Montreal it was 61 cents, and afsts the additional 
‘ Maritime Freight Rates Act reduction on July list, 
1957, the rate was 62 cents, In that particular case 
a the additional reduction did not quite wipe out the 
| increase; it failed by one cent. 
; Page 5 is another example. There we show 
| rates on wallplaster from Hillsboro, New Brunswick, and 
| from Montreal to Toronto. The rate on March 16th, 
1953, was 59 cents from Hillsboro; on July lst, 1957, 
- after the additional Maritime Freight Rates Act 
a reduction, the rate from Hillsboro was 62 cents, and 
. in this case the additional reduction failed by three 
5 cents to restore the rate to what it was before 
: the granting of the 11 per cent increase. Other 
‘ information is contained in A, D; Sib eae 
of THE CHAIRMAN: Well, your contention is that 
a the principle in the Duncan report was fair but has 
28 


not been continued, 


MR, SMITH: That is one observation, Mr. 
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TORONTO, ONTARIO (Smi th ) 
9 Chairman, 
3 Now, I refer to paragraph 69 on page 20, 
4 and perhaps Mr. Steeves would read that passage and 


5 then I will direct some questions to him. 


6 MR, STEEVES: Paragraph 69: 

4 The most dtentfigant new carrier, both 

8 in terms of its rapid growth in such a 

9 short period of time, as well as its effects 
10 on the railways, has been the motor truck, 
1i Today intercity trucking ranks as a major 

12 competitor of the railways, accounting in 

13 1957 for 45.7 per cent of the total freight 
14| market in Canada, as measured ii tons, 

15 compared to an estimated 38.7 per cent in 

16 | 1942. During the same period railway 

17 | tons declined from 46.2 per cent of the 

al total intercity traffic in 1942 to 30.7 per 
19 | cent," 

20 MR. SMITH Q:: Have you some further information 
21 on that passage? 

22 A, Perhaps a more reliable indicator of 

23 the extent of the growth of trucking as a competitor 
24 to the railways would be if iat in ton miles. 

95 Accordingly, I shall give you the comperable statistics 
6 in ton miles in percentages, In 1942 the railways 

27 had 74.3 per cent of total intercity ton miles, while 
28 trucks had 2.5 per cent, In 1957 rails had dropped 

29 their portion to 54.2 per cent, while the trucks had 


30 increased theirs to 6.4 per cent, These are figures 
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taken from a study prepared by Wagdin n a paper 

presented at the annual conference of the Canadian 

Good Roads Dees ea ist on in 1957 called "Statistics and 

the Study of Road Transport", | 

THE CHAIRMAN; Who is Wagdin? 


MR, STEEVES: Mr. Wagdin ‘s director of 


‘public finance in the Transportation Division of the 


Dominion Bureau of Statistics, 
MR, SMITH: I now irefer to paragraph O64, which | 
I will ask Mr. Dickson to read and then to comment 
upon, 
Will you please read it, Mr. Dickson? 
MR, DICKSON: 
"So far as the Maritime Freight Rates 
Act is concerned, Appendix V strikingly 
points out the very serious erosion which 
has occurred in the advantages formerly 
enjoyed by Atlantic producers and 
manufacturers in the central markets, 
advantages which, at best, have been 
substantially reduced, or at worst, lost 
completely or even become disadvantages, 
It is thus clear that not only has it been 
possible for Central Canadian traffic to 
escape from the full impact of post-war 
increases, but an important segment of this 
traffic has experienced no increase at ail. 
To paraphrase the views of this Commission 


before the Royal Commission on Canada's 


_ 
ae 
- 7 
ae 


Ahidiiin sa poets, 
to adoeath 0°) ethaey fom saa se 
ott Yo onc saattogen@y? ot at sia | 
etait ml 

donde M8 Mote of sete Won T NINE ga” bh 
deed ct ned? ong bor of goedol aM sew LEEW ) “ai 


pt 
- 

~ 

¢ 


os 
in 


: 
A 7 


‘7 


cetae 
Pir 


. 
‘monMoLG 2 wif bese sasoiq wy LEW 
| | MORXDIG 
Bevan tpiont smizlasM en? se met on" las 
Yiagitiasa V atbasgagé <hasyeonos el Joa 
fotdh neicose sucires yrev en dyo adaiog 
yitensot sogetaevhs sd? at Bewrsc0g aol 
bie atesmhorq oftaeria ed boxotme 
Otsivem Cextaey ocd mt ovens ontwrsae 
. gaeec ovsd aad 3s ,floldw seystasvba. . 
Jeol .Jacew ds 6 ,Soonbss _ffetdandades 
coast csviSelb omesed @eve “Oo eletofques. 7 
weeu 7. aad “_— tea #sds iusto audd ah at eel Vas 
| oF octet) SebietsD Leudaed td? sidtegog - a 
zau-iroq 2% toeqwk [fet att wort sgesem  «, as 
elm Yo Jrenges.dmedaoqnt ae dud BOBRPNORE a. |ss 
- (5 0S S9@8030R2 O@ booneliusqxs esd ofttew is 
nots Lame® si to ewety adv eeauiqgmag oF §. |e 
e' sbaa8o SO colesiamed isyor 00: OER, sents % 


ANGUS, ccainenlappesaen & CO. LTD. Steeves, Dickson, Parks 14389 
» ONTARIO (Smith ) 


Economic Prospects, it is difficult to 
avoid the conclusion that the advantages 
which the Atlantic provinces were meant 

to have under the Maritime Freight Rates 

Act have been vitiated to an outstanding 

extent," 

Q. Now, Mr. Dickson,will you give examples 
and details in support of the statements contained in 
paragraph S84? 

A. Yes, Mr. Smith, We made a short study 
of the rates in Canadian National Railway Tariff 
C.M. 195 and in particular item 323, That item 
provides rates on various Peuean tetas between Montreal 
and Toronto issued to meet motor truck competition. 
The minimum weights are graduated from 20,000 lbs. per 
car to 60,000 lbs., and the rates vary inversely 
with the minimum weights, and among the commodities 
in that item the following might be mentioned as ones 
on which the rates today are the same or lower than 
they were in 1934, and I will just mention a few 
examples, perhaps. Cotton piece goods, cotton twine, 


other dry goods; electric appliances, including 


‘. washing machines, ranges, refrigerators, water heaters; 


groceries (and there is a long list of them), window 
glass, a vast number of hardware items, sheet metal 
ware, _ aluminum ingots, oilcloth, alcoholic liquors, 
paints and varnishes, rubber goods, and so on, 

We thought those examples are indicative 


of those that have been able to escape the full impact 
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2 of post-war rate increases, 


Co “TI CN 


2) 


10 


— 
Nn 
1 


3 


‘ Te) s 
ey ous 


‘ : 4 ‘ as %) ; r 7 - 
a i eames we) r 
kG 
ee et, ee 
x 4 ‘ ' ie 
Aine ehh RET). 
le eae ena eA | 


<1 


. eee 


y, POS ee My a i yaa r M 
Me bc lias ui 


: era dob te ( . 
ers shia mdiids at (ha 
’ 


a 9) Dale 


. 7; 

rh 

| i) | 

| os glean | il . 
: me) § ows ext PAY a 

| , oa - oe ae ; 

~ _ 

ois i ear 
| 7 Di oreds 


j “eagaes ae hoe , 


ANGUS, STONEHOUSE & co.Ltto,. Steeves,Dickson,’ark:,dir mH 
TORONTO, ONTARIO (Smith ) te’ A 


2 Perhaps I should mention there are examples in 

3 Appendix V: the rates on canned apple products, which 
4/ are contained on pages 8 to 11 of Appendix V, show 

5 that the rate from Thornbury, Ontario, to Ottawa is 

6; 47 cents in 1930 and today is 424 cents, Canned 

7| meat products onpages 12 and 14 show a similar 


8] situation: 49 cents in 1930 and 424 cents today. 


9 Q. Thank you, Mr. Dickson. 

10 THE CHAIRMAN: The minuses are in the majority 
11| there? 

12 MR.DICKSON: I believe so, yes -- very much so 
13 MR. SMITH: Q. Mr. Dickson, there are 


14 various paragraphs dealing with the consideration of 
15 agreed charges and the effect of these agreed charges, 
and I refer you to paragraph 6&9, wnich perhaps you 


17|/ might read? 


18, MR, DICKSON: The mere showing of the growth 
0 of Agreed Charges in terms of numbers, tonnages or 

20 | revenue, does not, however, indicate important quali- 

f. tative differences which may exist in these agreements, 
” To the extert that such qualitative differences are 

” present, they portray variations in the intensity 

24| of competition, 


25 Q. Would you please refer to the passages 
26| contained in paragraph 89 to 101 which deal with this 


27| topic, and tell in your own words what your views are 


28 in this regard? 
29 MR. DICKSON: We submit that agreed charges 


30| in the final analysis reflect the relative strengths 
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2) of the contractual parties, It is obvious that the 

3| shipper of a volume of traffic of interest to the 

4| railways will obtain a better agreed charge if he 

>| can show that alternate means of transport readily 

"| offer low rates and good service. Marginal competi- 
7; tion, on the other hand, while it may still bring about 
8 an agreed charge, tends to weaken the shipper's ability 
9 to obtain the most favourable rates, 

10 Among the indicators of the quality or 

11 strength of an agreed charge are the level of the rates, 
12 the percentage which the shipper pledges to move under 
13 the agreement, the carload minimum weight and the 

14 degree of subjection of the rates to general rate 


»| increases which may be authorized by the Board. 


16 | In our opinion it is the last of these which 
17) offers a particularly convenient way of gauging the 
18, strength of an agreed charge today. 

19 I think it is only natural that the railways 
20 endeavour to increase as many rates as possible any time 
21| the Board authorizes a general advance in rates. An 
22 agreed charge, contractual rates, cannot be raised 

23 unless the contract so provides. None of the early 
24 agreed charges contained a provision which would have 
25 allowed the railways to subject them to general rate 
26 increases. 

27 | Effective with agreed charge No. i107 on 

28 October 13, 1955, the railways made efforts to include 
29 what has been called an escalator clause which would 


30 subject the agreement to a general rate increase. 
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I might read the original escalator clause; 

"If any general increase in freight rates 

be ordered by the Board of Transport 

Commissioners for Canada, the agreed 

charge set out in paragraph D of this 

agreement shall be increased in the 

same proportion and on the same effec- 

tive date as the said general increase,” 
This type of escalator clause did not appear to be too 
successful and relatively few agreed charges contained 
it, and it has now been virtually replaced by what has 
been called a deferred escalator clause which first 
appeared in agreed charge No. 477 effective September 
17, 1958, and I might read that deferred escalator 
clause: 

"If any general increase in freight 

rates be ordered by the Board cf Transport 

Commissioners for Canada, the agreed 

charges set out in paragraph D of this 

agreement shall be increased in the 

same proporticn.. ." 
and the following is the new part: 

" . . e except that no increas shell be 

made until the agreement has been in 

effect for a period of one year.” 

The deferred escalator clause hes been 

accepted more readily by shippers than the criginal 
clause and I think the vast majority of them writte 


now contain it. We conciuije if an agreed charge 
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2 is made today which is not subject to the deferred 
3 escalator clause, it may be called an exception to 


4 the rule. 


5 It is our opinion that the railways only 
6 make such an exception for compelling reasons and that 
7 the existence of this exception is ready evidence that 


8 the shipper's strength during the negotiation was 


9 strong, because of the force of competition. Con- 
10 versely, the inclusion of an escalator clause would 
11 indicate that a shipper's position was not as strong 
12 because of lesser strength of competitive forces. 

13 It is that indicator we have taken to measure per- 


14 haps the qualitative strength of agreed charges today. 


15 The result of our investigation is set out 
16 and the summary is shown in tabulation form in paragraph 
17 100. 


Between agreed charges 477 and 1021 a total 
of 545 agreed charges were listed, 101 applying to, 
from and within the Atlantic provinces, and 15.8 
per cent of those had no escalator, Huu of the 
545 agreed charges apply solely to other parts of 
Canada, and 25 per cent of those nad no escalator. 

So, in the face of those figures the con- 
clusion is inescapable that Atlantic provinces traffic, 
while it may show an increase in the number of agreed 
charges which apply to it, it has considerably less 
competitive strength than traffic in other parts of 
Canada. A mere showing of the rising number of 


agreed charges or of the increase in tne tonnages 
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moving under them does not yield sufficient proof 

of the pervasiveness of competition in the case of 
Atlantic provinces traffic. It is apparent from the 
table in paragraph 100 that even in the case of agreed 
charges Atlantic provinces traffic escapes the impact 
of general rate incra@ses to a considerably lesser 
degree than other Canadian traffic. 

Q. Mr. Dickson, what do you say with regard 
to competitive rates? Does much of the same situation 
obtain? 

MR, DICKSON: we have tried to make a similar 
analysis of competitive rates, and the technique we 
have used is outlined in paragraphs 102 onwards. 

We all know railway traffic is subject to 
attrition, That word has become guite common amongst 
us in transportation now. The Canadian Nationai and 
Canadian Pacific stated that competitive traffic would 
be subject to an attrition factor of 50 per cent 
during the application for a 19 per cent increase in 
October 1958, and we felt we should check to see 
whether competitive rates on traffic of interest to 
the Atlantic provinces were able to escape the in- 
position of general rate increases as effectively as 
competitive rates elsewhere in Canada, We undertook 
a study of the rates immediately following the 17% 
general rate increase wich became effective on 
December 1, 1958. 

We felt such a study would show to wnat 


extent, if any, there were qualitative differences 
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between competitive rates in Canada, and it would best 
indicate the strength of competition to the railways 
in the various regions of Canada, 

We realize from the beginning that no such 
study could with the data available to us yield pre- 
cisely measurable results, but it was felt these 
results would give at least a rough measure of the 
differences in the strength of competition, 

Qe What technique did you employ for the 
purpose of that study? 

MR, DICKSON: We analysed the competitive 
rate adjustments in the three Canadian National Railways 
tariffs which contained competitive rates on various 
commodities. I should say there "various commo- 
dities" used in that sense is a tariff which contains 
rates on a large number of commodities. There are 
tarrifs issued to meet motor truck or water competi- 
tion which contain competitive rates on only one 
commodity, such as lumber, for example; but we used 


the tariffs wraich contained rates on various commoe- 


Tae tariffs that were used were Canadian 
National W.950 which applies between stations in the 
western regions Canadian National C.M.195 which applies 
petween stations in the eastern region and from such 
stations to stations in the maritime region; Canadian 
National C.M,300-15 which applies between stations 
in the maritime region and from such stations to 


stations in the eastern region. Western, castern 
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and maritime regions used in this sense is the same 
as that used in the Waybill Study and as defined in the 
Waybill Study. 

We kept a careful check of every adjustment in 
the competitive rates corbained in the above tariffs 
which was made during the twelve months following the 
imposition of the 17% general rate increase, and I 
should say that we did not analyse the Canadian 
Pacific tariffs because of the work involved, but 
we feel confident that if we had they would have shown 
roughly the same results. 

The results of our study are shown in 
Appendices 6, 7 and 8. Appendix 6 sets out those 
competitive rates waich on November 30th, 1959, were 
less than 17 per cent higher than the rates in effect 


on November 30th, 1958. 


---Short recess. 
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THE CHAIRMAN: Order, please, 

MR, MAURO: Mr. Chairman, I just wanted to 
apologize to the Commission and my learned friend 
on the matter of Manitoba's substantive brief covering 
various items under discussion by this Commission. 

The brief is in the printer's and I anticipate having 
copies for distribution on Wednesday of this week and 
will make them available immediately. 

THE CHAIRMAN: Thank you. Is every other 
brief in? 

MR, SINCLAIR: Our brief was not due until 
the fifteenth, and it will be in on time, sir ,pursuant 
to the direction of the Commission. 

MR, MéDONALD; The same applies to the 
Canadian National, Mr. Chairman. 

THE CHAIRMAN: What about Alberta? 

MR.FRAWLEY: No, Alberta certainly has not 
all its briefs in. There is no question about that, 
sir. 

If I am to be found guilty, I am to be found 
guilty. I live in Ottawa; I have consultants in 
far places. I have travelled to meet them; I have 
travelled in different directions to meet them, My 
briefs are, of course, in preparation, I am not 
defying the Commission at all. I have used every 
effort, physical and mental, to prosecute the 
preparation of Alberta's briefs. 

There will be six; about two or five or four 


still to be put in. They will be put in just as soon 
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as they can be completed, revised and reproduced -- 
there is no question of any delay, intentional delay, 
at all. I am just bending my best efforts, andI can 
do no more. I say that with every respect to the 
Commission, I am certainly endeavoring to put forward 
these briefs and file them and distribute them to my 
friends as soon as possible, 

MR. MAURO: I wat to make it clear that in 
addition to the brief I will distribute on Wednesday, 
there is another brief that is a joint submission by 
Alberta and Manitoba. That brief is largely completed, 
and as soon as my learned friend and I can approve the 
final drafting of it it will be printed and distributed, 
But those are the only two items that Manitoba will 
have, 

MR, FRAWLEY: I want to make it clear, Mr. 
Chairman, when I was discussing a moment ago the briefs 
still to be prepared, those do not refer to the grain 
traffic at all. 

MR, CARTER: I am happy to say that 
Saskatchewan's briefs were filed, I believe, by the 
deadline, Saturday. 

THE CHAIRMAN: Yes, they were, 

MR. SINCLAIR: The Commission, of course, 
realized that when this matter was brought up. I 
recognize some of the problems of Mr. Frawley, and 
when people have problems we have tried to meet them, 
but it was our hope, sir, that anything we had to 


say in principle, anyhow, in answer to some of the 
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material, might be all incorporated in the one brief, 

That has not been possible except in so far 
as Manitoba, We have something to say about the 
material that they advanced because they were good 
enough to outline and develop in part their submissions 
during the regional hearings in Winnipeg, and we have 
covered that, but no other one, 

We could have done it with Saskatchewan, but 
we felt it was better not to do that, having only had 
one, and our material, therefore, does not contain 
what might be termed answers, 

'THE CHAIRMAN: You still have the privilege 
of argument, 

MR. SINCLAIR: Oh, yes. I must also say 
that we do have something to say about British 
Columbia -- 

THE CHAIRMAN: We would expect that. 

MR, SINCLAIR: But, you say we still have 
argument. I suppose we can cover it that way, and we 
will try. 

THE CHAIRMAN: Mr. Smith? 

MR. SMITH: At recess, you were dealing 
with the appendices, Mr. Dickson? 

MR. DICKSON: Yes, Mr. Smith. 

MR, SMITH Q: You were dealing with the 
appendices referred to on page 25 of your brief in 
paragraphs 110 to 113. 

Will you please explain those appendices? 


MR. DICKSON: Mr. Smith, I had only explained 
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what Appendix 6 was, 

Appendix 7 shows those competitive rates 
which on November 30th, 1959 were the same as the 
rates in effect on November 30, 1958, 

Appendix 8 lists those competitive rates 
which on November 30th, 1959 were lower than the rates 
in effect on November 30th, 1958, 

Now, we have broken each appendix down by 
parts to show the movements within and between the 
various regions. I perhaps should say that there is 
no rates between the eastern and western regions 
because we did not analyse that particular tariff. 

If I may return to appendices 6, 7 and 8, 
Appendix 6 shows that the rate switch were less than 
17 per cent higher on November 30th, 1959 than on 
November 30th, 1958, 

Part A is the Maritime to Maritime movement 
and there are a few commodities there: bituminous 
coal, alcoholic liquors, petroleum products, 

Part B is the Maritime to eastern movement -- 
some lumber and forest products, gypsum rock, and 
a few movements of sugar, 

Part G: eastern to Maritime, There ere some 
commodities, I suppose, produced by Lever Brothers 
or Proctor and Gamble, whoever happens to be in 
Hamilton and Toronto. 

Part B. Perhaps I should make this comment 
here, Those are the commodities that move within, 


from, or to the Maritimes which took less than 17 per 
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cent increase, 

Part D is eastern to eastern movements, and 
as you will see that is quite substantial. There are 
a vast number of commodities there; commodities which 
because of competitive reasons apparently took less 
than the 17 per cent increase, 

Part E is the western to western movements 
and, again, there is a vast number of commodities, 

Part E begins on page 11 of appendix 6. But, 
as I say, there are a vast number of commodities, 
ranging literally from soup to nuts. 

Appendix 7 are those rates which escaped 
entirely from the 17 per cent rate increase. It is 
broken down into the -- 

Q. What page does that appear on? 

MR, DICKSON: That is appendix 7, page l 
and onward, It is broken down into the various parts 
and Part A shows the Maritime to Maritime movements 
which escaped the 17 per cent increase, 

There are a number there: cement, concentrate 
returned empty cylinders, empty aeriated water returned, 
compressed gas, propane gas, and various miscellaneous 
commodities moving at LCL ratings. Petroleum products, 
There are the commonly known piggy-back movements, 

Qe Where is that found? 

MR, DICKSON: That is found on page 9 of 
appendix 7. Part B on page 10 and 11 and 12 of appendix 
7 shows the Maritime to eastern movements, and I might 


mention here that Part C is missing. We had given 
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it to the printers and asked them to put in a note 
that there were no movements from the eastern region -- 
I'm sorry. It is on page 11. Part B, Maritime to 
eastern, is on page 10, Part C, eastern to Maritime, 
is on page ll. Part D shows the eastern to eastern 
movements; and, there again, there is a vast number of 
commodities: sulphuric acid and anhydrous ammonia, 
automobiles, plaster, gravel, carbon tetrachloride, 
compounds, bars -- iron or steel; billets, blooms 
and/or ingots, and so on, until you come to page 44 and 
45, to page 87. You have again a very extensive list 
of commodities moving within the western region which 
escaped all of the 17 per cent rate increase, 

MR, FRAWLEY: On appendix 7, Mr. Smith, page 
22, there is an absence of rates, Perhaps that is 
explained? 

MR. SMITH: Could you explain that, Mr, 
Dickson, for Mr. Frawley? 

MR. DICKSON: Oh, Mr. Frawley, that is just 
a continuation of the list of commodities which move 
at the rates shown on page 21. That list of 
commodities was so large that it occupies part of 
page 21, all of page 22, all of page 23, and tne 
notes in connection with it are on page 24, 

MR. FRAWLEY: And you go back to page 
21 for the rate? 

MR. DICKSON: That's right, sir. 

I think the conclusion could be drawn from 


appendix 7 that far less of the Maritime rates were 
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able to escape in full the 17 per cent increase, 

Appendix 8 perhaps shows roughly the same 
thing. It is divided into the various parts and, 
there, again, less Maritime rates were lower on 
November 30th, 1959 than they were on November 30th, 
1958, 

So, there again, Maritime rates were able 
to escape to a lesser degree the impact of the 17 
per cent increase than rates in other regions of 
Canada, These appendices, 6, 7 and 8, are, in our 
respectful opinion, a most striking example of the 
great differences in the strength of competition in 
the several regions of Canada, They show, we feel, 
for the first time ,perhaps ,some rough measurement 
of these differences, and they point to the need 
for a very cautious approach to general statements 
regarding the pervasiveness of competition throughout 
all of Canada, 

MR, CARTER: Am I right, sir, that there 
is no part E in appendix 8? 

MR, DICKSON: That is the one, I believe, I 
gotconfused on a moment ago, Yes. No, there is a 
part E, sir, but there is no part -- there is a part 
E on page 9. 

MR, CARTER: Oh, yes, thank you, 

MR, DICKSON: But there is no part C.: There 
is a note on top of page 4 that no rates from the 
eastern regions to the Maritime region were lower 


on November 30th, 1959 from the rates in effect on 


,8aber°0! Yas © wea Vi ott 


so1se ef? ists gor awodr agasing 78 au im 


, bes etyaq awolisv oxfd otat Bebiveb at #1 


sGwolr stew sods Guts Rua eset da 


ghtOE rediievol ac STS vets ders exer c aioe = 
> 
ie iain 


4 i 7 a 
efds sree esis owtvlteM .aisgs eredd. om few 


: | rN 


Ly 
TI ofd Yo Tommal oft sotkebh tenet 2 oF = 


a 


to aetger xS8Hd3o at sstes cect sseenonk 2090 * 


“wo at .evc .8 bas ¥ .8 ,es0tbasqqs eaed? ele 

cay 

hl et to sigqnasxe snbltade georm 8 ,toliak@e taal “| 
« : v 

ci mottidequos to dtgnstde on ni ssomereTT£Ly oasig | 


~fast sw ,wode YedT ,sbens) to enolges Iersyse ond 
ie) iiemsusesom davot smoe, Baeriw,, omtd Jealt edz tot 


been eft of tateq yous fer ,eeonetethlbd seed. to 


: 
Ay atasnotete Isyenes ce? dosonqys esoiduao tiev & not 
wy 


dronaoordd notdtvemwos to sesnevtesvirsq ont galhiag0% 


sre tad? ,the ,jdete I WA +heTsAD aN 

{8 xinneags at 2 -daeq on af 

,avelfsd T yono afd af tee Moan aw 
af onnilt ~oK .es¥Y oye teomom 2 @ Boaiinoo ds 
dvaq 5 st sisrt ~- daaq o@ al owed aud tte <i dasq 
nO bal 
~~ @ ogsq 00-3 a 
Hey anes .esy .f0 +HaTHAO en | 
«0 dseq of at otadd gua *MOEMODT cull : 


oft won? estes aio dude A 9g8q weak ston « at a 
— 


‘i ten ae 


AARNE: STONERS USE &: 09.70. Steeves, Dickson, Parks 14405 
(Smith ) 


November 30th, 1958, 

I think it is obvious from what I have 
Said already that the conclusion could be drawn that 
competitive traffic as well as agreed charges of 
interest to the Atlantic provinces is much less 
able to escape the impact of a general rate increase 
than traffic moving in the rest of the country, 

MR, SMITH Q: Now, Mr. Dickson, I refer 
you to paragraph 119 on page 29, and perhaps you 
might read paragraphs suenena 120? 

A. Yes, 

"To sum up, the growth of competition 
has brought about far-reaching changes in 
transportation, the most serious of which 
has been the way in which it has undermined 
the system of charging differentially or 
the value-of-service principle in railway 
pricing reflected in a shift of the 
incidence of post-war horizmtal freight . 
rate intreases, thus beet serious , 
transportation problems in outlying economies 
like — of the Atlantic region. 

It is difficult to escape the 
conclusion that the growth of competition 
has had the effect ot thwarting, in the 
ease of the Maritimes, the original design 
of a freight rate structure which was 
intended to unite the country into an 


integrated economic unit." 
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D Q. I think you could proceed to read 

3 the following paragraph. 

4 MR, DICKSON: 

5 "There is no implication that the 

6 value~-of-service principle is obsolete but, 
7 in the face of the new conditions of 

8 competition in transportation it has become 
9 progressively less able to AES 

10 effectively so as to ensure the railways 

iu sufficient revenues without at the same 

12 time working hardships on regional economies, 
13 The same holds true in so far as the 
14 Maritime Freight Rates Act is concerned. 

15 In answer to the question posed at the 

16 beginning of this chapter regarding the 

7 effectiveness of the act today in continuing 
18 the purpose of the Intercolonial Railway, 

19 Go paraphrase the words of the Royal 

20 Commission on Maritime Claims, it appears 

o1 that the interests of the Maritime provinces 
99 are no longer ‘fairly well safeguarded, 

93 the freight rate structure being such as 

oA to take into aecount the requirements of the 
95 traffic'. This is not to state that the 
26 Act has become obsolete, but that in the 
27 light of the new developments in 

28 transportation, it has become more and more 
29 difficult for 'Maritime merchants, traders 


30 and manufacturers! to compete in the 
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‘market of several millions of people! 

which they were meant to have rather than 
being restricted to the 'small and scattered 
populations of the Maritimes themselves', 

In short, the Act has become less and less 
able to fulfill the purpose of the 
Intercolonial Railway, The mechanics of the 
Act are no longer able, in view of the change 
which have taken place in transportation, 

to carry out adequately the purpose of the 
legislation, It would thus appear that 

@ new concept of the machinery of the Act 

is necessary in line with the changed 
conditions in transportation to ensure 

that the Act, regardless of future 
developments in transportation, would 
continue to function in the spirit and 


purpose it was originally intended," 


Q. Have you any further comments to make 
on these paragraphs 119 to 122? 

MR, DICKSON: No, I think, Mr. Smith, I 
could not express it any more clearly than it is 
there, 

MR, SMITH: I now propose to call to call 
Mr, Parks, whomI have mentioned in the opening of 
this hearing. Perhaps Mr, Parks could take the 


stand. 


I refer you, Mr, Chairman and members of 


the Commission, to appendix 9 which is contained 
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in volume 2 of the submission, and that appendix 
was prepared by Mr. Parks, 

THE CHAIRMAN: it was quite a job. 

MR, SMITH: Yes, it was quite a job as you, 
Mr, Chairman, state, 

I do not propose to have Mr, Parks read 
this appendix, but I am asking him to speak to it 
and to comment upon it. 

Mr. Parks, as stated in the evidence at 
the early part of this hearing today, is the Director 
of Research for the Atlantic Provinces Economic 
Council, What is the Atlantic Provinces Economic 
Council, Mr. Parks? 

MR, PARKS: The United Provinces Economic 
Council, commonly known as APEC, is a voluntary 
organization of business and industry, designed to 
improve the economies of the Atlantic provinces of 
Canada, to determine and implement means of 
improving the economy of this area, 


THE CHAIRMAN: We have heard quite a bit 


e5 


about it from Mr. Wardell. 

MR. SMITH: On certain topics; 

THE CHAIRMAN: Yes. 

MR. SMITH: Now, as I stated, Mr. Parks, 
I am not going to ask you to read this voluminous 
submission containing, as it does, about ten or 
eleven pages of text and very many appendices in 


which the statements made in the text are supported. 


oi earn 3 oe 
tk moat 2 
gs ssnobive oil? at hetere as exe 


sett 2 ~bededg Kem .woll :ITIME GN hae. 
Gimntetioy eid? beet es voy vies of gatog Jon ma, Z it 


anion a 
| coveealt ef? at .ysho? act<aadt eid to dung weeee ath) py 
olMO MOOR ESotLVGNE otégeltA oft 4O2 domgeaeR 10 A 
olmono ox caopivegt a alasiatad ant at JedW «ftons0d \ 
| cadre’ tit Eton | 
etiiond o& seoutvort Ledioy off :2xaad a 21 
. yisteufov s al ORR ap incest VLeromm > -Ltomwod 
ov Gergtesh ,ywteubal bas eseniaodg Yo ‘abveabeaiies ; ma 
Yo aeontvor? otfasltA ond To aekmonooe Bd evougel hat 
.  -%O sneem tashelguh bee satetsteb of .shansd jer 
| AME Ulst te Wonoe ett gttvoug || 
| #id « oJiup Based evad SW ‘MAMATARS Gee ry 1s | 
| LlabteM. mamta doods | Tee 
. ,eatgod qietvse wD iMIke Ja les 
ovr AMALAMD BER ad ac 
| 


Wo me? tuodg , Gaon 2! 28 .2chebeiies Gpleetadve «6 (Ae, 
at sesthneggs (ram utev bos txet to segaqg asyete /¢ | 
-Setnogqun S%@ Ixe? are ot shoe stoemeedegs edd dotde 


af a. of atindoy nee ma 


6 


co 


6 
ANGUS, STONEHOUSE & CO. LTD. Steeves,Dickson, Parks, dir rn 
TORONTO, ONTARIO (Smith ) ears 


Perhaps I could ask you, Mr. Parks, to state what 
this submission contains, in your own words? 

MR, PARKS: I shall attempt to comply 
with that request, Personal income per capita is the 
generally acceptable and easily available indicator of 
relative levels of economic acti ity. Since 1940 
personal income per capita has increased threefold 
in the maritime provinces and since 1949, Confederation 
date, has risen somewhat higher in Newfoundland, How- 
ever, since 1940 personal income per capita in the 
maritimes has been about only 70 per cent of personal 
income per capita in Canada as a whole =. sh ven, 

Since 1949 personal income per capita in Newfoundland 
has ranged between one-half and 56 per cent of personal 
income per capita, in Canada, There is some evidence 
to suggest too that were it not for transfer payments 
these ratios might not have been so well maintained, 

I think we can expect this situation should 
exist when we take notice of the labour force partici- 
pation rate which is lower in the Atlantic provinces 
than it is in cangda as a whole, This participation 
of people in the labour force is lower for a number 
of reasons; one, because of the relative concentra- 
tion of people in the under fourteen and over sixty- 
five age groups, and for other reasons which 1 shall 
bring out and which are inherent, [I think, in the 
nature of the economy of the region, 

Unemployment rates are generaliy higher in 


the Atlantic provinces, and seasonal une*ployment, of 
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course, is a problem in Canada everywhere but it is 
a particular problem in the Atlantic provinces, Our 
lower levels of income are, of course, also influenced 
by per capita levels of total but particularly, I 
think, of business investment, 

The three primary occupations of farming, 
fishing and logging, and the processing of fish and 
forest products -- and I exclude pulp at this time -- 


have traditionally played a very important and indeed 


a complementary role. 


¢ 


Qe You refer to pulp or pulpwocd? 

MR, PARKS: I am referring to pulp from the 
woods to the final product, They have traditionally 
played an important and I think a very complementary 
role in our, economy. 

The value of output of these three primary 
sectors of the Atlantic economy continues to rise, 
but labour requirements are declining due to increasing 
mechanization, I suppose, and to a rising labour 
productivity. We estimate, for example, that employe 
ment in agriculture in the maritimes dropped by about 
50 per cent in 1940 and 1957, and in the lumber and 
wood-using industry we estimate a drop of about 25 
per cent, Primary fishing employment dropped also, 
but this was approximately compensated for, I think, 
by a rise in fish processing employment. 

It seems to us that there is every reason 
to expect that the labour requirements of these primary 


occupations will continue to decline. I might note 
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also that in spite of the decline we have noted in 
employment in those occupations, they continue to 

hold a dsévsesdsdtonate number of subsistence workers. 
The Gordon Commission quite forcibly directed attention 
to this situation and to its effect on levels of 
income, 

Turning from these three sectors of the 
economy to the pulp and paper and mineral sector, we 
note considerable growth and I think we have every 
reason to expect that this growth is going to continue, 
The proble exception to this generalization, I suppose, 
is the coal industry of Nova Scotia, However, the 
ability of this rather capital intensive type of 
activity to employ labour has resulted in only mcdest 
growth in employment in these two sectors. We 
estimate, for example, that there were only about 
2500 more jobs in the two sectors to which I have 
just now referred of the regional economy in 1957 
than there were in 1949. We conclude that labour 


displaced from primary occupations is being directed 


and to the service trades, We estimate that about 
fourteen thousand new jobs were created in construction 
between 1949 and 1957 in our region, This construc- 
tion activity was, of course, directly related to power 
development to serve new pulp and paper ard mineral 
capacity, with military installations and facilities, 
with public works, and housing. Wwe sometimes find it 


difficult, however, to see how the very pronounced 
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increases in the rate of construction, which have 
characterized the last few years, can continue for an 
indefinite period, 

I haven't yet mentioned manufacturing other 
than that type of manufacturing which is based on the 
raw materials of the region. Very little, if any, 
real increase is apparent in the value of non-resource 
basis manufacturing in the maritimes from the latter 
war years until 1956. The increases of 1956 and 
1957 were not matched by a comparable rise in labour 


employment. Indeed, employment in manufacturing which 


is based on the resources which are peculiar to the 
several regions of Canada appears to have advanced more 
rapidly in all other regions than in the Atlantic 
provinces, Referring to the cther branch of 
manufacturing, or the manufacturing which is not based 
on raw materials, which are peculiar to the several 


regions, in Newfoundland employment rose by about 700 


in absolute figures between 1949 and 1957, but in the 
maritime provinces the rate of expansion of this other 
type of manufacturing employment has not kept pace with 
that in any other regions. Our estimations show, for 
example, that employment in the Atlantic provinces in 
this other employment rose by only appro»xinately one 

per cent as between 1949 and 1957. i suppose that 

the lack of growth in secondary manufacturing is to 

be explained by the marxet-oriented natur2 of this type 
of activity. The population of the Atlantic provinces 


-- four of them -- is similar in size to that of 
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Metropolitan Montreal and Metropolitan Toronto. It is 
scattered over wide -sctions of the region, There are 
only three well-separated metropolitan areas, Saint 
John in New Brunswick, Halifax in Nova Scotia and 
St. John's, Newfoundland, and these three metropolitan 
areas contain only 19 per cent of the total population -- 
Slightly over half is rural. 

Personal disposable income which determines 
the level of purchasing power is low. DBS data will 
show that in 1958 personal disposable income in the 
four Atlantic provinces was slightly less than that 
of the province of Alberta, although the population of 
the Atlantic provinces was about 50 per cent greater than 
that of Alberta, At the same time income data indicate 
that family incomes are considerably lower even among 
urban people in the Atlantic provinces than they are, 
for example, in the prairie provinces, or the area 
which, I suppose, most closely resembles the maritimes 
with regard to the nature of population distribution, 
To the extent that manufacturers of secondary commo- 
dities require substantial markets near at hand for 
efficient production, such manufacturers are at a 


Sy fh 4 


distinct disadvantage in the Atlantic provinces. At 
the same time, of course, distance inhibits the entry 
to the concentrated market areas of central Canada. 

If I may, sir, I would like to refer to the 
last paragraph marked "Conclusion" on page 11 of 


Appendix ix. It seems unlikely that the mployment 


which results from the further development cf the 
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2|| resource-based industries, from increased activity 

3 in construction or from growth in the service trades 

4| will be sufficient to relieve the pressure of excess 

5 labour in primay occupations, including coal mining, 

6| and to provide placement for those entering the labour 
7 force with increases in population, Nor is there 

8 any reason to suppose that, under existing conditions, 
9 other manufacturing will accomplish this. Under these 
10 conditions a reasonable prospect might be, then, a 

11 continuation of the general income differentials 

12 between the Atlantic provinces and other parts of 

13 Canada. An examination of the role which transpor- 
14 tation might play to alleviate this situation assumes 
15 broad significance. 

16 Q. Have you any further observations to 
17 | make in respect of your Appendix IX? 

18 | MR. PARKS: No, sir. 

fd Q@. Thank you, Mr. Parks. I think I shall 


20 recall Mr. Dickson now to the stand. 
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I observe, Mr. Dickson, in paragraph 160, 
at page 39 -- I am perhaps getting ahead of the sequence 
but paragraph 160, which was prepared before Mr. Parks 
gave evidence, states; 

"Appendix IX to this submission contains 

an analysis of the economy of the region 

prepared by the Atlantic provinces 

economic council. It is readily appar- 

ent from the appendix that while the 

economy of the region has grown during 

the period surveyed, its growth has 

lagged far behind that of Canada as a 

whole, and will continue to do so, unless 


remedial measures are taken," 


Do you subscribe to that statement? 

MR, DICKSON: Yes, we do, Mr. Smiths; and 
in the role that transportation has to play in 
remedial measures, I think we have expressed it very 
clearly in paragraphs 161, 162. 

Q. I propose to refer to those a little 
later on, and now I will bring you back to the beginning 
of Chapter III on page 31, which is headed “Require- 
ments and Proposals fortjp Dating the Maritime Freight 
Rates Act", 

Now, would you, sir, please read what is 
stated in paragraph 123? 

A. A valid revision of the Maritime Freight 
Rates Act must meet the following requirements: 


(1) It must be able to bridge the rate gap 
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between maritime and central Canadian producers 
in the important market of central Canada, 

(2) It must do this over time and must, therefore, 
contain a mechanism which will compensate for 
rate distortions arising (a) from disparities 
in the intensity of carrier competition in the 
two territories and (b) from horizontal percentage 


rate increases, 


— 
OW 
at 


It must not deprive Atlantic provinces shippers 
of the opportunity of availing themselves of 
services and rates of carriers other than the 
railways. 

Qe Just in connection with that, a question 
of carriers other than railways, waat carriers nad you 
in mind in that statement? 

MR.DICKSONs Carriers that provide a service 
competitive with the railways. I am thinking in par- 
ticular of the water carriers and the trucking industry, 
for-hire trucking industry; forsehire water carriers, too, 
sir. 

Qe Now, what co you say as to whether those 
requirements to which you refer are now met by the 
Maritime Freight Rates Act? 

MR.DICKSON: We say that none of those re- 
quirements are met by the Maritime Freight Rates Act at 
the present time. 

Qe Now, in paragraph 125 you refer to 
Appendix V? 


MR, DICKSON: Yes, sir. 
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Qe Which contains a number of rate histories 
on several commodities moving from several points 
and origins, Would you comment and enlarge upon that 
statement and explain the appendices to which you refer? 
MR, DICKSON: I think it might be easiest 
for everyone to understand if they would refer to 
Appendix V and I will read the comments we have made on 
Appendix V that are shown in paragraph 126, I am sure 
I would make it much longer if I tried to do it without 
reading it, 
Qe Would you read paragraph 126? 
MR, DICKSON: Yes. The following obser- 
vations in respect of Appendix V will make this clear: 
A. Steel bars: The January 1, 1928, differential 
of 50 cents per net ton in favour of the non- 
maritime shipper for a 4C;000-pounds carload 
has increased to 600 cents a ton, Or, the 
differential of 30 cents a net ton in favour of 
the maritime shipper if he were to load a 
60,000-pound carload has disappeared and been 
replaced with a differential of 400 cents a 
net ton in favour of his central Canadian 
competitor. 

B. Electric Stoves: The July 1, 1927 differential 
of 20 cents per 100 pounds in favour of the maritime 
shipper for a 30,000 pounds carload has disappeared 
and been replaced with a 26 cents per 100 pounds 
differential in favour of his central Canadian 


competitor. 
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2 Gwe Wall Plaster: The July 1, 1927 differential 


3 of 11 cents per 100 pounds in favour of the non- 
4 maritime shipper has increased to 23 cents per 
5 100 pounds, 


6 De Billets and Blooms: While the July 1, 1927 


7 differential of 130 cents per gross ton in favour 
8 of the non-maritime shipper has increased to 

9 146 cents per gross ton during the period 

10 December 1, 1959 to April 15, 1960, more 

11 significant is the differential of 441 cents per 
12 gross in favour of the non-maritime shipper 

13 which exists during the 74 months period April 

14 15th to November 30th when a water competitive 

15 rail rate is in effect from Hamilton, Ontario, 

16 It should also be noted that the carload 


minimum weight for the maritime shipper has 
increased from 30 gross tons to over 60 gross 
tons. 
Be Canned Apple Products: The June 4, 1930 differ- 
ential of 16 cents per 100 pounds in favour of the 
non-Ma ritime shipper for a 24,000 pounds carload 
has increased to 354 cents per 100 pounds for 
a 60,000 pounds carload, Im 1930 the rates 
from the maritime origin and from the central 
Canadian origin were class rates, and despite the 
establishment of agreed charges from both origins 
the differential has increased by 122 per cent. 
If I might interject this; there is another 


example where the establishment of an agreed charge 
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2| from the Atlantic origin indicates that apparently the 
3 competition, while it brought about an agreed charge, 
4! wasn't as intensive as elsewhere in Canada. 


S/F. Canned Meat Products: Using the lowest rates 


6 available from both the maritime and central 

7 Canadian origins, the April 16, 1930 differential 

8 of 5 cents per 100 pounds in favour of the maritime 
9 shipper has disappeared and been replaced with a 

10 414 cents per 100 pounds differential in favour 

11 of his central Canadian competitor, 


12| G. Canned Vegetables: Using the lowest rate 


13 available from both the maritime and central 

14 Canadian origins, the June 4, 1930 differential 
15 of 10% cents per 100 pounds in favour of the 

16 non-maritime shipper has increased to 51 cents 
17 per 100 pounds. 


I should add here, Mr. Smith, that this 
adverse widening of rate difference has taken place 
despite an increase of 50 per cent in the rates of 
subvention under theMaritime Freight Rates Act; and 
we draw the conclusion, sir, from this appendix that 
because the rate differences have widened the Maritime 
Freight Rates Act as presently written is unable to 
meet the first requirement I read earlier, and it follows 
that it doesn't meet the second requirement either, be- 
cause if it had made the adjustment the rate differences 
in Appendix V would not have widened at least to the 
extent which they have. 


Q. ‘I now refer you to paragraphs 142 and i143 
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on page 35. 

MR, DICKSON: 143, 

Qo4r Yes;°143% Would you read that paragraph, 
and also let me have your comments and conclusions? 

MR, DICKSON: Perhaps I could read it and 
then comment on it, 

Qe Yes. 

MR, DICKSON: As Chapter 11 points out, 
the Maritime Freight Rates Act has become less and less 
effective because of (1) competitive rate reductions 
outside the Atlantic Provinces not matched on traffic 
outbound from these provinces and (2) the widening of th 
rate differentials as a result of the postwar horizontal 
increases, It is significant to note that in the 
period 1912 to 1923 rate differentials between 
maritime shippers and their competitors widened 
because the originally lower maritime rates were first 
brought up to the eastern Canadian rate level and 
then increased in consonance with it. Following the 
enactment of the statute, on the other hand, maritime 
rates were subject to the same authorized increases 
but failed extensively toe qualify for the many com- 
petitive rate reductions and hold-downs which were 


win central 


& 


given particularly to traffic movi 
Canada, 

While the events, therefore, which have 
taken place since the Maritime Freight Rates Act was 
enacted are the reverse of those of 1912 to 1923, the 


effect on the Atlantic provinces is the same. In the 
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respectful submission of the Maritimes Transportation 
Commission, the situation confronting the Atlantic 
provinces today is the same as they faced in the 1920's, 
That latter situation, in the words of the Duncan 
Commission, was "one that can only be dealt with in 

a broad spirit, and one that for the economic welfare 
of the maritimes must be met without delay". 

Qe Mr. Dickson, I would just like you to 
explain what you mean by the reverse of the situation, 
What had you in mind when you used those words? 

MR, DICKSON: Perhaps I can do it with my 
hands and still put enough words to it to get it on 
the record. 

In the period 1912 to 1923 the rates from 
the maritimes were lower than they were in central 
Canada, and the rates in the maritimes were brought 
up to the central Canadian level and the two of them 
were increased together, With the enactment of the 
Maritime Freight Rates Act, the maritime rates again 
dropped below the central Canadian rates. During the 
postwar rate increases the maritime rates have gone 
up, the ones in central Canada have gone up, but the 
ones in central Canada have fallen below those of the 
maritimes because of the intensive competition there. 

Q. You refer, Mr. Dickson, in paragraph 145 
to what the Duncan Commission stated and what they 
described as to what they proposed to recommend, 
Perhaps you could read that passage and then comment 


on it, 145 on page 353 and you might also refer later to 
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the applicable page in the Duncan report? 

MR, DICKSON: The Duncan Commission felt that 
had dealt with the situation "in a broad spirit" by 
recommending a subsidy of 20 per cent on traffic 
moving within “Select Territory" and on the "Select 
Territory" portion of the rate on traffic outbound from 
the region, It had arrived at its recommendation as 
a result of a rate level measurement based on data 
submitted by Canadian National Railways. The 
measurement wis a broad one and did not involve "minute 
and scientific investigation, which would ... take on 
indefinite time to conduct”, (Report of the Royal 
Commission on Maritime Claims, page 21.) The 
Commission was quite aware that the method it had 
followed and the recommendation it had made pursuant 
to that method was open to the criticism that it was 
inaccurate. 

Qe I. notice you have a reference there to 
the source, the Report of the Royal Commission on 
Maritime Claims, page 21. I think the proper reference 
is page 22? 

MR, DICKSON: yes. 

Qo Will you read page 22 of the Report? 

MR, DICKSON: Quoting from the Duncan Report 
on page 22, it says: 

"It might be contended that a flat rate 

reduction of the amount we claim and in 

the manner we claim is open to the objec- 


tion-that it does not restore the pre-1912 
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relativiity of rates within the provinces 

themselves and that it is not an accurate 

assessment of the charges that arise 

from the considerations in mind. We 

do not believe, and the Canadian National 

Railways have informed us that they do 

not believe, that any more accurate 

or equitable results could be obtained 

by minute and scientific investigations 

that would, in any event, take an in- 

definite time to conduct, The situation 

is one that can only be dealt with in a 

broad sphere and one for the economic 

welfare of the maritimes must be met 

without delay." 

I think those are the pertinent facts, 

Q. On which you base your statement? 

MR, DICKSON: yes. 

Qo I now refer you to paragraph 151 on 
page 37 at the top of the page. Perhaps it would be 
well for you to read it, 

MR, DICKSON: The Maritimes Transportation 
Commission, in suggesting a method of rate level 
measurement in this submission, wishes to make it per- 
fectly clear that it is not claiming scientific accurac 
for its proposal. It has been the objective of the 
Commission to attempt to formulate a procedure for 
rate level measurements and consequent rate adjustments 


which would be simple to undertake. It may well 
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be that this can be achieved in a better and more 
accurate fashion, 
Qe Have you been able to ascertain or deviset+-- 
THE CHAIRMAN: Might we break now until two? 


MR, SMITH: Yes. 


---Luncheon adjournment. 
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1 
2 THE CHAIRMAN: Order, please, 
3 Very well, Mr. Dickson, 
4 MR, SMITH Q: There was a question I put 
5 to the witness before the luncheon recess at page 
6 37 dealing with paragraph 151. It is stated in the 
"i concluding sentence of that paragraph: 
8 "It may well be that this objective 
9 can be achieved in a better and more 
10 accurate fashion", 
1 Now, I put a question to you, but apparently 
12 the reporter is not here, I think I will have to 
13 repeat it -- but perhaps my memory isn't so good; 
14 but, I will put the question to yous: 
15 Is it fair to say, Mr. Dickson, that 
16 the method that you have suggested is the best you 
17 have been able to devise? 


MR. DICKSON: Yes, that is a fair statement, 
Mr. Smith. The method we have suggested is the 
best we have been able to devise after the long and 
careful consideration. 

Q. I see. Now, I direct your attention 
to paragraph 158 on page 38, and I will ask you to 
read paragraphs 156 and 159. 

MR, DICKSON: 

"As chapter 1 and Appendix II 
illustrate, the rates on the Intercolonial 
were lower than the rates in other parts 
of Canada. ‘Whilst the Quebec-Ontario 


scele was adopted in the March ist, 1898, 
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Tariff, the same mileage grouping was not 
made uniform with Ontario-Quebec., Up to 

15 miles, scales in both territories were 
the same, For 20 miles the Maritimes! scale 
was the same as the Quebec-Ontario scale 

for 15 miles. For 100 miles the Quebec-Montrea 
(sic) 70 mile scale was adopted, and so on - 
until at 1,000 miles the Maritime rates were 
the same as those in the Quebec-Ontario 
scale for a distance of 500 miles,' What 
this favourable rate structure meant in 
practice can be seen from a comparison of 
the 5th Class rates from Halifax to Montreal 
with those from Toronto to Montreal 
immediately prior to the change tn the I.C.R. 
rate structure made in 1912. At that time 
the rate from Halifax to Montreal (for a 
distance of approximately 837 miles) was 

25 cents per 100 lbs. The rate from Toronto 
to Montreal (for a distance of 335 miles) 
was 22 cents per 190 lbs, 

Historically, therefore, there is 
ample precedent for a de-emphasis of 
distance as a factor in rate making on 
Atlantic provinces traffic. The Maritime 
case for a de-emphasis of distance does 
not, however, rest on historical precedent 
alone. It is based equally firmly on the 


recognition that transportation has a 
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Significant role to play in raising the 

economy of the Atlantic region to the level 

of the other regions of Canada," 

And I might add there, Mr, Smith, that Mr, 
Parks has already discussed the economy of the 
Atlantic provinces in relation to other parts of 
Canada, and from his evidence it shows that 
remedial measures are required, 

Q. Yes, And what do you mean by 
"remedial measures", Mr. Dickson? 

MR, DICKSON: I think that is clearly 
stated in paragraph 161 and onwards, and perhaps I 
could read some of those: 

"Tt is the respectful submission of 
the Maritimes Transportation Commission 
that, just as in the past transportation ade 
been used as an instrument of public policy 
in the case of the Maritimes, it should 
again be so used today as an integral part 
of any measures which must be taken to 
eliminate the general income differentials 
between the Atlantic provinces and other 
parts of Canada, 

The Atlantic provinces are firmly 
convinced that historical precedent and 
present need require the de-emphasis of 
distance as a factor in rate making on 


their traffic. 


It is evident hat, in so far as 
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trans )ortation costs influence the 

location of industry, an Atlantic provinces 

location for firms which must sell a 

principal part of their production in the 

Ontario-Quebec markets in order to operate 

economically must be disadvantageous, unless 

those costs can be roughly equal to 
prevailing transport costs from producing 
points nearer the market," 

Q. Mr. Dickson, may I ask you another 
question on this point, Are there any other factors 
which militate against the Maritime producer selling 
in the Ontario-Quebec markets? 

MR, DICKSON: Yes, Mr. Smith, An Atlantic 
province producer is a long ways from the Ontario- 
Quebec market. He, therefore, has a time disadvantage - 

what might be called a time disadvantage, His 
competitor, located at or very near the market, can 
give the customer same day or overnight delivery, but 
the Maritime manufacturer has a number of days in 
transit before he can make the deliveries, And, 
to make himself competitive time-wise, therefore, 
with his central Canadian competitor, he must 
establish warehouses at certain points and by 
establishing warehouses he incurs additional costs 
which are quite substantial in come cases that the 
manufacturer located right at or very close to the 
concentrated central Canadian markets does not 


incur, 
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Qe Now, your submission in regard to the 
points you have been discussing in paragraphs 162 and 
163 are contained in paragraph 164? 

MR, DICKSON: I think the first sentence, 
yes: 

"It is submitted that it is imperative 
Eo attempt to measure broadly the actual 
rail transport costs in central Canada and 
to compare them to such costs on traffic 
outbound from the Atlantic region," 
o And we have adopted in this submission the 
device of the average rate per 100 lbs, for that 
measurement, 

Q- I, see, 

You show at the top of page 40, as table 3, 
under the heading "Ayerage Rates Maritime to Eastern 
Movements and Eastern to Eastern Movements of Carload 
Traffic", rates relating in cents per 100 lbs. to 
various movements, ot 

Now, will you please explain to the 
Commission this table 3 and what it is intended to 
indicate? 

MR, DICKSON: Table 3 is the result of a 
tabulation we made from the Board of Transport 
Commissioners waybill analyses for every movement 
recorded within the eastern rate territory. And, 
there again,’the eastern region is the territory or 
region tei tend in the waybill analysis. It is 


the territory lying roughly between Levis and Diamond, 
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Quebec, on the east; and Fort William, Port Arthur 
and Armstrong, Ontario on the west, 

Then, we made a tabulation of every movement 
recorded from the Maritime region =-- and the Maritime 
region is that part of Canada east of Levis and Diamond, 
Quebec, including Newfoundland, to the eastern region; 
and we calculated from that average rates, 

Now, the average rates are shown there for 
both movements: Maritime to eastern, and eastern to 
eastern, 

We then determine the percentage reduction 
necessary to apply to the Maritime to eastern average 
rates to bring them to the level of the eastern to 

eastern aves rates, 

I should point out that the Maritime to 
eastern rates shown in table 3 include the subventions 
or the reduction authorized by the Maritime Freight 
Rates Act; namely, 20 per cent for the years 1949 to 
June 30, 1957, and 30 per cent for the period 
subsequent to July 1, 1957. 

The percentage reductions shown there are 
quite substantial, They range from a high of 57.1 
in 1953 to a low of 46.4 in 1956. 

Q. Now, you deal further with these 
problems in the succeeding paragraphs, paragraphs 166 
and 167? 

MR, DICKSON: Yes, sir, I have mentioned 
that just in my explanation of table 3, Mr. Smith, 


Q@. - And, now, you have shown, Mr. Dickson, 
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another table at the foot of page 41, paragraph 174, 

Would you please explain the difference 
between the two tables? 

MR. DICKSON: Table 4 is the data contained 
in table 3 with certain eliminations, We have eliminate 
certain movements which might be what you would call 
purely inter-eastern movements, and we have devised 
two tests to eliminate these certain commodities, and 
the tests are described in paragraph 173. 

Q. Would you mind reading that? 

MR. DICKSON: Yes, First of all, we eliminated +- 

"Commodities which did not move 

both Maritime to eastern and eastern to 

eastern..." 

And, secondly, we eliminated: 

"Gommodities moving Maritime to eastern 
which, by weight, were less than 1 per cent 

of the same commodities moving eastern to 

eastern.ece” 

Now, we felt that where commodities were 
less than 1 per cent by volume of the same commodities 
moved in the eastern region, these could invariably 
be classed as an irregular movement, We found, for 
example, in the nine years way analysis that only in 
one year was there a movement of sand and gravel (that 
was in 1954) recorded as moving from Maritime territory 
to eastern territory, and then it was only one car, 

We felt that was certainly not a regular movement, 


and could justifiably be eliminated in an endeavor 
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to achieve as nearly as possible comparability in the 

waybill statistics used, 

Qe And what was the result of your 
studies as set out in the tables 3 and 42 What would 
be the amount required to bring your rates -- the 
Martime to eastern average rates -- to the level of 
the eastern average rate? 

MR,DICKSON: In the table, Mr. Smith, the 
amount required, based on the 1958 waybill analysis -- 
the amount required to bring the Maritime to eastern 
rate to the level of eastern to eastern average rate 
is 31.3. per..cent of a reduction, 

THE CHAIRMAN: In addition to the present? 

MR, DICKSON: Yes, that's right, Mr. Chairman, 

COMMISSIONER ANSCOMB: How much is that in 
dollars? 

MR. SMITH: We will deal with that later, Mr. 
Anscomb,. 

COMMISSIONER ANSCOMB: Thank you, 

MR, SMITH: Very soon, I think. 

MR, DICKSON: I perhaps should mention in 
reply to the Chairman's question that that 31.3 
reduction would be required on the through rate; it 
would not be only on the portion of the rate, as 
the present reduction is that, If you only applied 
31.3 per cent on the portion you would need a much 
higher percentage, I would expect, 

In summing up, Mr. Smith, in reply to your 


earlier: question regarding paragraph 175: 
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1 
2 "Regardless of whether Tables 3 or 
3 4 of this submission are used, it can 
4 readily be seen that the Maritime Freight 
5 Rates Act, despite the increased subvention 
& rate in 1957 has not been able to bridge 
7 the rate difference between the Atlantic 
8 provinces shipper and his central Canadian 
9 competitor in the Ontario-Quebec market," 
10 Q. I refer you to paragraph 177 and 178, 
11 Perhaps it will be just as well if you read those, 


12 Mr, Dickson, 


13 MR, DICKSON: 

14 "The figures do illustrate, however, 

15 the extent of the average rate difference 

16 between the Atlantic provinces shipper and his 
17 central Canadian counterpart competing in the 
18 common markets of Ontario and Quebec. Since 
19 the average rates are derived from the 

20 waybill analysis, which is al per cent 

1 sample of all carload rail movements in 

22 Canada, the rates mist of necessity reflect 
23 the incidence of horizontally applied rate 

24 increases and the intensity of motor truck 

25 and water competition, 

26 Because the waybill analysis picks up, 
27 first, a changing consist of traffic each 

28 year and, second, traffic moving for 

29 different lengths of haul, it is difficult 


30 to attribute a change in an average: rate 
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1 

2 entirely to a general horizontal rate 

3 increase or to a number of competitive 

4 rate reductions or hold-downs, However, 

5 Since the average rates are based on 

6 actual rates charged, they must reflect these 
7 changes in the rate structure," 

8 Q. Now, Mr, Dickson, I refer you to 

9 paragraph 180 in which it is pointed out that your 
10 Commission is not asking for any change or revision 
11 in the Maritime Freight Rates Act in so far as it 

12 applies to western Canada, Is that the position of 
13 the Commission? 

14 MR, DICKSON: Yes, that's right, Mr, Smith, 
15 We are not asking for a revision in the Maritime 
16 Freight Rates Act in so far as it applies to 
17 western Canada because the horizontal freight rate 


inereases and competitive rate reductions and hold- 
downs which have whittled away the benefits of the 
Maritime Freight Rates Act on traffic from the 
Atlantic provinces to central Canada have not 
affected the Maritimes to western rates to the 
same degree as they have to central Canada, 

MR, SMITH: Do you want to give an example 


of that, Mr. Dickson? 
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MR, DICKSON: yes. An example may 
illustrate that. During the postwar rate increases, 
in the rates on confectionery from Halifax to Calgary 
and from Montreal to Calgarythere was a difference of 
eight cents, and that has only grown to nine cents 
or eleven cents, depending on the minimum weight 
shipped. 

Qo I now wfer you, Mr. Dickson, to the 
views expressed as to the up-dating or revision of 
the Maritime Freight Rates Act contained in your 
submission, and I suggest you read Section 186, 

MR, DICKSON: The revision of the Maritime 
Freight Rates Act envisaged in this submission would 
have as its first requirment the covering by the 
federal government, by way of subvention, of the 
difference in the rate gap between maritime to 
eastern and eastern to eastern traffic. Second and 
third requirements are the annual measurement of this 
difference and the payment of the subventions either to 
the shipper direct or to all types of for-hire 
carriers. 

Q- Now, what specific types of for-hire car 
riers had you in mind in making that statement? 

MR, DICKSON: The for-hire water carriers 
and the for-hire highway carriers, I perhaps 
should point out here, Mr. Smith, that we are not 
asking for subventions to be paid to air carriers. 

It is our opinion that air services are not developed 


as a freight .carrying medium as fully as other surface 
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earriers, and that if and when air services do become 
an important freight carrying medium, such as the 
trucking industry or the water carriers of today are, 
then consideration perhaps should be given to re- 
viewing our submission in that respect. 

Qe Now, I direct your attention, Mr. Dickson, 
to the statement contained in section 188 as to what, 
in your opinion, Appendix V indicates, 

MR, DICKSON: Appendix V indicates that the 
increase in the Maritime Freight Rates Act subsidy from 
20 per cent to 30 per cent in 1957 on outbound traffic 
from the Atlantic provinces on the formula set out in 
the preceding paragraph,that is paying the subvention 
on the portion of the rate earned within the territory, 
did not bridge the rate difference between the maritime 
to eastern average rate and the eastern to eastern 
average rate, 

Qo What is your conclusion in that regard 
as to what has to be done by way of remedy? 

MR, DICKSON: We suggest that the rate 
difference may be bridged by the payment of subventions 
covering the entire percentage difference between the 
average maritime to eastern and eastern * eastern 
rates and based on the total rate rather than the 
proportion of the rate earned within the territory. 

We have given indications of this in Tables 3 and 4, 
This would, in effect, mean a de-emphasis of the greater 
length of haul to which the Atlantic provinces shipments 


moving to central Canada are sub jected. It would be a 
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return to the original design of the maritime rate 
structure which, in respect of standard mileage class 
rates, for instance, kept a maritime originating move- 
ment of 1000 miles at a rate equivalent to the Ontario- 
Quebec 500 mile scale. This would mean that once 
again, in respect to transportation costs, an 
Atlantic provinces location would not be disadvantageous 
to an industry which must sell a major part of its 
production in central Canada. 

Q. Would you now pass to paragraph 191, and 
think it advisable that you should read that paragraph. 

MR, DICKSON: The "Rate Difference" method 
of subventions has the advantage of being capable of 
the flexibility which the dynamism of transportation 
developments requires today and for which the Duncan 
Commission made no provision, It can be superimposed 
on the Maritime Freight Rates Act and would exist 
in recognition of the circumstances and conditions 
which have arisen since the passage of the Act, As 
has been shown, these circumstances and conditions 
could not be dealt with by the statute in its present 
form. 

Qe I now direct your attention to paragraph 
194, in which you point at that the maximum time lag 
should not be longer than eightcen months in a 
determination of the subvention rate, Why do you 
arrive at the figure of eighteen months? 

MR, DICKSON: Perhaps I can explain that 


best by way of an example, Mr. Smith, Suppose the 
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2| plan we have suggested here is in effect in the year 1961 
3 and the railways authorized a rate increase on January 

4i temp ao6y: The effects of that rate increase should 

5| be reflected in the Waybill Data for the year 1961. 

6| We think that probably the Waybill Data for 1961 should 

7| be available by July lst, or previous, 1962. So the 

8] maximum time length you could get from the time the 

9| rate increase was effected to the coming out of the Waybill 
10/ Data would be eighteen months; if the rate increase came 
11]| into effect at any time after January lst, 1961, then 

12] it would be less than eighteen months. That, of course, 
13 is based on the Waybill Data being available to the 

14| Board before July lst. 

15 Q. In paragraph 196, page 45, you deal 

16|| with the question of fluctuations, Perhaps it would be 
17|| petter if you read that paragraph in order that it could 
be more readily understood by the Commission, 

MR, DICKSON: Fluctuations in the yearly 
subvention rate will depend on the size of the rate 
difference determined from the average rate calculated on 
maritime to eastern and eastern to eastern traffic. 

The rate difference -- and, consequently, the subvention 
rate required -- should be smaller (consist of traffic 
and average haul being constant on the two movements) 
if, for instance, eastern to eastern rates remain 
constant while maritime to eastern rates decrease due to 
intensified carrier competition, It would also be 
smaller, if eastern to eastern rates increase while 


maritime to eastern rates remain unchanged. Conversely 
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TORONTO, ONTARIO (Smith ) 
the rate difference will be larger -- and the subvention 
rate required greater -- if, for instance, eastern to 


eastern rates decrease due to intensified carrier 
competition while maritime to eastern rates remain 
constant, or if maritime to eastern rates increase 
while eastern to eastern rates remain static. 

Q. Now, in paragraph 198 on page 46 you 
surmise that the Duncan Commission did not, in their 
wisdom or with their information available at that 
time, foresee the effects of increase in competition 
in the freight rate structure, Perhaps it would be 
well if you read that paragraph. 

MR, DICKSON: The Duncan Commission 
apparently did not foresee the effects of increasing 
competition on the freight rate structure, This may 
have been partly due to the fact that the complaints 
presented to the Duncan Commission by the maritimes 
were confined to rail rates and also that truck 
transportation at that time was in its infancy. Had 
the Duncan Commission been able to foresee the effects 
of truck competition, it is doubtful that it would have 
felt that the course it recommended would have the 
“effect of giving immediate relief in a manner that 
is equitable as well as broad". (Royal Commission 
on Maritime Claims, 1927, page 22.) Indeed, the 
Commission appeared to be conscious of the effect of 
its recommendation on one of the competitors of the 
Canadian National Railways, and I quote from page 


23 of the Duncan report: 
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"We are not overlooking that the other great 
railway system operating in the area should be entitled 
to equitable consideration if they find themselves 
prejudiced as a result of the reduction proposed." 
(Ibid, page 23.) 

Qe Now, I skip some pages and go to page 49 
and refer to paragraph 218, You speak there as to 
what the 1958 Waybill Analysis shows with respect to 
earload traffic. 

MR, DICKSON: Yes, Mr, Smith. 

Qe Would you read that passage? Perhaps 
I have a question to ask you after you have finished 
reading it. 

MR, DICKSON: The 1958 Waybill Analysis 
shows that carload rail traffic (exclusive of 
traffic moving at U.S. related rates on which no sub- 
vention would be applicable) moving from the maritime 
region to the eastern region produced a revenue of 
$201,598. This figure expanded to 100 per cent would 
be $20,159,800. 

Qe Now, can you tell me, Mr. Dickson, if 
the Waybill Analysis includes all railways operating in th 
maritime: region which would be entitled to the subsidy? 

MR, DICKSON: No, Mr. Smith. The Waybill 
Analysis, so we understand, only covers the Canadian 
National, the Canadian Pacific and the Dominion Atlantic 
railways that operate in the maritime region. There 
is the Grand Falls Central in Newfoundland, the Sydney 


and Louisburg in Cape Breton, the Cumberland Rail and 
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Coal Company, the Maritime Coal and Railway Company 

in Cumberland County of Nova Scotia, and the Canada 
and Gulf Terminal in Quebec, Now, I doubt very much 
whether the Grand Falls Central Railway would originate 
any traffic which would move westbound by rail to 
points in central Canada, The other four railways 

et present probably would have some traffic moving 
westbound by rail to Ontario and Quebec, 

Qe Do you know what the figures are for 
those railways that are omitted? 

MR. DICKSON: No. in attempting to make 
an estimate of the costs of our plan we had no figures 
for those railways and there was no way we felt that 
we could make any kind of a reasonably accurate estimate 
of what it should be for those railways. We only 
had the 1958 Waybill Analysis; and, of course, as we 
point out in our submission, it covers only rail 
movement and only rail movements for the three major 
railways in the maritimes. 

Q. Now, at page 50, paragraph 222, you 
set out a table which, subject to the qualifications 
in the preceding paragraphs to which you have referred, 
sets out the results of the estimate of the cost in 
1958 of the additional subvention on rail carload 
traffic based on data in the 1958 Waybill Analysis. 

Now, would you please explain that table? 

It is more or less self-explanatory, but I think you 


had better explain it. 


MR, DICKSON Yes, Mr. Smith. The table 
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there is the results of the estimate we made to cover 
the cost of the proposal we are making in this submission, 
the cost of the additional subvention, It is subject 
to the qualifications we have there, but it doesn't 
include less than carload traffic; it doesn't include 
what these other smaller railways in the maritimes might 
receive, and it, of course, is rail movements, so it 
doesn't include highway and water movements, I think 
perhaps it is quite possible that this table is under- 
stated even based on the Waybill Data, but those are 

the tools we had to work with and that is the result of 
them, 

COMMISSIONER GOBEIL: Would that be only for 
traffic moving outside the zone? 

MR, DICKSON: yes, 

COMMISSIONER GOBEIL: Or inside, too? 

MR, DICKSON: This $6,500,000, Mr. Com- 
missioner, would be only the cost of this new subvention 
based on the figure of 32.5 per cent which we used in 
this table for traffic moving from the maritime 
region to points in the eastern region, The present 
Maritime Freight Rates Act subvention isn't there; that 
is something separate, 

MB. SMITH: . .Q. Now, Mr. Dickson, at page 
51 you have several paragraphs appearing in your sub- 
mission which deal with water carriers and other matters, 
Would you prefer to read those, Mr. Dickson? 

MR. DICKSON: I think perhaps I can do it 


pest if I read them, Mr. Smith, 
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There are at present only three water carriers 
providing a regular scheduled for-hire service between 
the Atlantic provinces and Ontario or Quebec, namely, 
Clarke Steamship Company Limited, Newfoundland-Canada 
Steamship Limited and Newfoundland-Great Lakes Steamships 
Limited, All three carriers serve Ontario or Quebec 
points and Newfoundland points. The major part of 
the cargo carried in this service is consumer goods to 
Newfoundland. Such eastbound traffic would not be 
subject to the additional subvention. 

From the foregoing, it is evident that a certai 
volume of traffic presently moving by highway or water 
carriers for which the present Maritime Freight Rates Act 
subsidy is not paid would become eligible for the new 
Maritime Freight Rates Act subvention, 

Traffic moving by rail at present which might 
be diverted to truck or water transport, if a subvention 
were available by those means, would simply be a tramsfer 
of the payment from one carrier to another. If the 
diversion from rail to truck or water is made solely be- 
cause the truck or water rates have become lower, then 
the subsidy payment would decrease, 

Likewise, the encouragement of competition 
between the various media of transport could very well 
be expected to lower to some extent the rail rate level 
on traffic moving from the Atlantic provinces to central 
Canada and, thereby, result in lower subsidy payments 


to the railways. 


On the other hand, an increase in the volume 
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of traffic moving from the Atlantic provinces to central 
Canada will increase the subsidy payments, But an 
increase in the volume of traffic moving will encourage 
still further the growth of competition and tend to 
offset, in part at least, the increased payments 

because of the increased volume, 

It is, of course, evident that a substantial ' 
increase in the volume of traffic moving from the Atlantic 
provinces to other parts of Canada would be a prima facie 
indication that the region was participating to a fuller 
extent than at present in the economic life of Canada. 
Such an improvement in the economy of the Atlantic 
provinces would have beneficial effects beyond the 
borders of the region, 

It would be unrealistic to assume that the 
growth of competition could be expected to lower, by 
itself, the rates from the Atlantic provinces to central 
Canada to a level where no subsidy would be required. 

It would not be unrealistic, however, to expect that 
competition under a subvention policy applicable to all 
types of for-hire carriers, will exert a downward 
pressure on the maritime to eastern rate level and, 
thereby, hold down the amount of subsidy required, 

It will be seen from the foregoing that it 
was not possible for this Commission to make a firm 
estimate of the cost of the additional subsidy. It is 
respectfully submitted that the Royal Commission could 
obtain from the railways and/or the Department of 


Transport and the Board of Transport Commissioners, 
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and the highway and water carriers involved the requisite 
revenue and tonnage figures to make a mocre detailed 


and accurate estimate. 


ee ee nous® & cee ita. Steeves, Dickson, Parks 14446 
: (smith) 


Qe Now, Mr. Dickson, would you please 
give a brief summary of what your Commission is asking 
for in this Chapter III of the submission? 

MR, DICKSON: In reply to that I would say 
that in brief what we are asking for in this chapter 
is the rate difference as measured by the average 
rates between the Atlantic provinces producer and 
the central Canada producer in the concentrated 
markets of Ontario and Quebec be bridged by a 
subvention so that by and large Atlantic provinces 
industry will be able to compete on more equal terms 
with industry located within central Canada in those 
important markets which we were meant to have, 

MR. SMITH: That, Mr. Chairman and Commissioners, 
concludes our submission as contained in Chapter III, 
and I pass on now to consideration of Chapter IV which 
deals with the transportation situation in Newfoundlan 
which, as Mr. Dickson iis pointed out in his evidence, 
has been somewhat different from the other parts of 
the Atlantic provinces and therefore requires 
separate treatment, 

You will observe that Chapter IV commences 
at page 53 and it will, of course, be read into the 
record like the other chapters to which I have already 

evidence 
referred, but in the course of Mr. Dickson's/I propose 
to ask him a few questions by way of suppJementing 
the statements contained in the respective paragraphs. 
Q. For instance, I take list the position 


of Newfoundland is stated in the opinion of the 
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Commission in paragraph 235? 

MR, DICKSON: Yes, that is right, Mr. 
Smith, and I will read that, if you wish, 

"Because Newfoundland's transportation 
is so different from that of Nova Scotia, 

New Brunswick and Prince Edward Island, 

it was considered necessary to include a 

Separate chapter in this submission to 

deal solely with these problems," 

Qe Perhaps you could read paragraph 
234 which supplements that? 

MR, DICKSON: 

"Newfoundland's geographic position 
as an island situated far from the 

Canadian mainland, the existence of a 

narrow gauge railway which makes for 

a break bulk route and limited highway 

mileage suitable for transport vehicles, 

produce serious transportation problems 
which are unique in Canada," 

Qe I observe, Mr. Dickson, that you use 
the expression "break bulk"; would you please 
explain that in the context in which it is used? 

MR, DICKSON: In the context it is used 
there, "break bulk" denotes the unloading of the 
contents of railway cars for transfer to vessels 
and the reloading of railway cars, and this refers 
to package goods, rather than bulk freight. It does 


not refer to sand, gravel or coal which generally 
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move in bulk, Such bulk shipments of sand, gravel 
and coal are not accepted for movements to and 
from Newfoundland unless they are in packages, 

Qe. I think we can pass on to certain 
passages and come to the paragraph 240, and you 
refer there to the limited use of containers: what 
do you mean by that? Perhaps you could read the 
paragraph. 

MR. DICKSON: 

"With the exception of a limited 
usage: of containers, the movements of 
traffic between Port aux Basques and 
North Sydney is what is commonly referred 
to as a 'break bulk’ operation involving 
up to four separate handlings," 

Q. First of all, what do you mean by 
a limited usage of containers? 

MR. DICKSON: Except in cases where 
traffic moves in specially designed containers 
direct from origin to destination, and there is 
only a limited usage of these, there is always 
a number of additional handlings than there is on 
the mainland, Some traffic does move from and to 
Sansa in specially designed containers which 
does not require the unloading of the contents 
from the containers to the vessel and from the 
vessel to the containers again on the North 
Sydney movement. These specially designed containers 


are utilized for the transportation of vegetable 
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oils, from the mainland to Newfoundland, fish oil 

from Newfoundland to the mainland, and liquid raw 
materials used in the manufacture of paint from the 
mainland to Newfoundland, These containers are 

moved on the flat cars on the rail portion of the 

haul and they are transferred directly to the vessel 
for movement between North Sydney and Port aux Basques. 

Qe In the following two paragraphs you 
deseribe the physical aspects of Newfoundland and 
the steamships and other services, 

MR, DICKSON: Yes, 

Qe Perhaps it might be advisable in the 
circumstances if you just read those paragraphs or 
parts of them, 

MR, DICKSON: Paragraph 241 and 242 describe 
the coastal services -- paragraph 243 and onward. 
Perhaps I could make this comment that the many 
outports of Newfoundland =-- very often their only 
connection to the transportation system of the rest 
of the nation is through the Canadian National 
Railways coastal service, as we call it. Canadian 
National operates various coastal services and they 
call at ites Vertue outports, During the period 
when navigation is closed these outports have no 
connectiom in many cases with the national transportatio 
systems, Navigation usually closes toward the 
latter part of December and is generally resumed 
during the early part of May, those two dates, of 
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ice conditions, Besides the coastal service in 
Newfoundland, there is some privately operated 
schooners and motor vessels which play an important 
part in the transportation to and from the smaller 
centers and outports, but with the increased cost of 
construction, the economic replacement of these 
vessels is prohibitive and as a result their numbers 
are being depleted by age and loss. 

In paragraph 245 we look at the highway 
situation in Newfoundland and point out that with 
the terrain they have -- massive rock formations, 
deep bogs and the scarcity of suitable road building 
wmateriais in certain areas, the short season for 
road construction and, inthe case of the coastal 
highways, the necessity of moving heavy road building 
equipment by vessel =-- all adds up to very high 
costs per mile of highway constructed for a province 
with a small population scattered over great 
distances, and presents a very serious problem, 

We say in paragraph 246 that the highway 
mileages paved between 1955 and 1959 increased from 
104 to 200, an increase of only 96 miles in those 
four years, Gravel roads, advanced from 2,307 miles 
in 1955 to 3500 miles in 1959, The Trans-Canada 
Highway is expected to be 554 miles long when 
completed, and at the end of 1959 only 287 miles had 
been graded and only 69 miles paved. The 69 miles 
that have been paved are included as part of that 


200 miles I mentioned earlier. 
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% From our submission I think it is evident 
that there is much needs to be done yet to bring the 
standards of highway in Newfoundland up to the level 
that will facilitate development of highway cartage, 

In the following paragraphs we attempt 
to illustrate that Newfoundland ranks last among 
the provinces in the use of highway carriage, 

Q That is in table 6 at the top of page 

56? 

MR; DICKSON: Yes, that is right, 

Qe You deal in paragraph 250 and 
following paragraphs with regard to the service 
rendered by the motor vessel William Carson: do you 
propose reading that? “a 

MR, IXCKSON: Perhaps that might be the 
easiest way of doing that, 

Qe Before I ask that question, do you 
think there will be a further development in inter- 
provincial trucking as far as can be reasonably seen 
at this time as between Newfoundland and the rest 
of Canada? 

MR, DICKSON: No, Mr. Smith, Under the 
present circumstances we feel it is highly uniikely 
that there will be much further development of 
interprovincial carriage in so far as Newfoundland 
is concerned, We say that because the facilities 
offered by the William Carson for the movement of 
highway transport vehicles is limited in two respects: 


the tariffs which provide the rules, regulations and 
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charges for the carriage of automobile trucks and 
trailers shows that the wessel has a capacity of 
six trucks and two buses, and it provides the 
following clearances and limitations for vehicles 
using itz: height not exceeding 11 feet; width not 
exceeding 8 feet, length not exceeding 32 feet for 
trucks or trucks and trailers combined including 
couplings and other projections, 

Q. Do you know why these limitations 
are created? 

MR, DICKSON: I understand, sir, that the 
32 feet length restriction is because the elevator 
which is used to move the trucks on and off the 
vessel {}cannot accomodate anything longer than 32 
feet, 

Qe You deal further with that question, 
the question of the capability of the vessel to handle 
trucks at paragraph 252? 

MR, DICKSON: Yes, 

a; Perhaps you should read that? 

MR, DICKSON: Yes, 

"The blueprints of the vessel show 
that she can handle five trucks 23 feet 

6 inches in length, 8 feet in width and 

11 feet in height; and one truck 20 feet 

in length, 6 feet 3 inches in width and 

ll feet in height. The space allotted 

for each of the two buses is 33 feet 8 


inehes long, 8 feet wide and 11 feet high. 
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1 

2 The regulations do net permit the trailers 
3 ; to be detached from the power unit and 

4 each tractor trailer combination must be 

5 accompanied by a driver, 

6 Although the qariff provides that 

7 the M.V. *William Garson’ has a carrying 

8 capacity of 6 trucks, it should be noted 

9 that this is reduced to 5 trucks if one 
10 of the trucks happens to fall between 

11 23 feet 6 inches and 32 feet in length. 

12 Further, the carrying capacity is reduced 
13 to 4 trucks if three of the vehicles should 
14 fall within these dimensions." 

15 Qe Carry on with paragraph 254, 

16 MR, DICKSON: 

17 "Highway freight vehicles of a size 
18 accepted on the M.V. ‘William Carson! would 
19 be subject to a very limited loading 

20 capacity, For example, a truck falling 

21 within dimensions of 23 feet 6 inches in 
22 length, 8 feet in width and 11 feet in 

23 height would approximate a three ton 

24 single unit truck of a type commonly used 
ai] for local intra-city cartage with a 

26 carrying capacity of 500 to 700 cubic 
27 feet, This compares to a cubic capacity 
28 of approximately 2,200 to 2,500 cubic 

29 feet for the larger trailers used by the 


30 trucking industry for inter-city transport," 
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Qe I ask you the question as to what 
the average length of the trailer trick combinations 
would be? 

MR, DICKSON: I understand that the average 
overall length of a typical tractor-trailer 
combination is approximately 50 feet with an overall 
height of slightly over 12 feet and a width of 8 
feet. I think I should point out that the length 
and height are greater than the maximum size allowed 
on the M.V. William Carson, 

We draw the conclusion in paragraph 215 
that it is abundantly clear that future developments 
of inter-provinecial trucking between Newfoundland 
and the mainland is severely impeded unless adequate 
facilities are provided, 


oom Short recess, 
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THE CHAIRMAN: Order, please, 

MR, SMITH: Q:3 i was referring to paragraph 
to 264 where reference is made to the Terms of Union, 
particularly sub-sections 2 and 3, section 32, 
Perhaps you have those sections before you, and I 
would ask you to read them into the record, 

MR, DICKSON: Yes. Sur-section 2, section 
92: = 

Oo es Sub-sections 2 and 3, section 32? 

MR, DICKSON: Yes. Sub-section 2 reads: 

"For the purpose of railway rate 
regulation, the island of Newfoundland 

Will be included in the Maritime region 

of Canada, and through traffic moving 

between North Sydney and Port aux Basques 

will be treated as ail rail traffic," 

Sub-section 3 reads: 

"All legislation of the Parliament . 
of Canada providing for special rates 

on taviff noving within, into or out of 

the Maritime region will, as far as 

appropriate, be made applicable to the. 

island of Newfoundland," | 

Q. Perhaps you could read paragraph 265? 

MR, DICKSON: 

"While the prevailing rate structure 
from, to and within Newfoundland is, on 

the whole, akin to the rate structure of the 


Maritime mainland, a number of differences 
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of tier importance exist between rates 

and services available on the mainland and 

those available on the Island of Newfoundland, 

These differences contribute to a serious 

transportation handicap, which has no 

parallel in any other province of Canada, 

The differences are listed in summary form 

as follows:" 

And those differences are listed afterwards, 

Q. In what way is the rate structure 
akin to the rate structure of the mainland? 

MR, DICKSON: Tre class gommodity rate 
scales which apply on the Maritime mainland are 
generally on the same basis as those in Newfoundland, 
and the Maritime Freight Rates Act restrictions 
apply to Newfoundland as well as they do the Maritime 
mainland. 

Q. Now, at the second last paragraph 
on page 59 you mention that Canadian National Railways 
have found it necessary to impose these restrictions 
because of the existing facilities and the nature 
of the operation of handling traffic between Port aux 
Basques and North Sydney. 

The question I am putting to you is would 
these restrictions also apply to coastal services 
between Newfoundland ports? 

MR, DICKSON: Yes, sir. The restrictions 
we refer to, of course, are those that are shown 


in Exhibit 39 which was filed with the Royal 
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Commission during its St, John's, Newfoundland 
hearings last November, and the rule -- rule 34 -- 
of Canadian National Railways tariff CR 200 which 
contains the prohibitions and restrictions states 
that such traffic as described in the rules mst 
not be accepted for movements in vessels, to, from 
or between points in Newfoundland. 

Q. Now, on the following page -- page 
60 -- you show certain particulars concerning 
commodities which will serve to illustrate the 
Significance of this matter? 

MR, DICKSON: Yes. 

Q. And perhaps you could refer shortly 
to what you have in mind in this connection? 

MR, DICKSON: Yes, 

We have shown in our brief a number of 
examples which we feel illustrate the additional 
cost that Newfoundland receivers are subjected to 
because of the prohibitions and restrictions on the 
handling of traffic to and from Newfoundland, 

The first one is brick and tile, and I might 
just mention that the movement of brick and tile 
in vessels to and from Newfoundland -- brisk and 
tile loose in vessels to and from Newfoundland, is 
prohibited, Therefore, to move brick to Newfoundland 
it is necessary to package it. 

A Maritime shipper of brick and tile stated 
that the cost of packaging brick and tile for shipment 


to Newfoundland is very substantial, and we have 
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shown them there, They range from a low of $6.25 
per thousand for bricks in cartons, to a high of 
$90.00 per thousand when you have ten inch blocks in 
cartons, This all represents additionl cost 
attributable solely to the packaging restrictions 
imposed on traffic to Newfoundland that would not 
be applicable to mainland consignments, other than 
a negligible amount of straw. 

In terms of the actual volume of the 
Maritime manufacturer who supplied this data to 
us, the cost of packaging for Newfoundland customers 
varies from a low of approximately $15,000,00 to 
a high of approximately $20,000.00. 

Q. Would that be over and above what it 
would cost to serve customers on the mainland? 

MR; DICKSON: Yes, that is right, Mr. Smith, 

Qe Now, you deal also with furniture 
and mattresses? 

MR, DICKSON: In connection with furniture 
and mattresses, the packing restrictions are 
as follows: 

"Purniture will be accepted only 

in wooden boxes or crates; or in solid 

or corrugated boxes conforming to the 

requirements and specifications of rule 

4. of Canadian classification.... 

Mattresses mus& be packed in 


fibreboard boxes; or in double thickness of 
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heavy paper and double thickness of 
burlap, securely roped, tied and 
tagged. 

We are informed by a large 
department store located in St.John's 
that as a result of the above mentioned 
restrictions, the additional cost to the 
Newfoundland consumer as compared to a 
mainland consumer is $1.25 per mattress 
and $5.00 per bedroom suite or dining 
room suite, " 

Qo The next topic you deal with is 
moulding sand? 

MR, DICKSON: Yes, The movement of all 
articles in bulk is restricted to and from Newfoundland 
In the case of moulding sand, the cost of securing 
moulding sand in bulk f.o0.b. rail cars New York and 
New Jersey sources of supply is $4.00 per net ton, 
This cost advances to $16,00 per net ton for moulding 
sand in bags from the same sources of supply. 

"Because of the prohibition placed 
against the acceptance of bulk freight 
moving to Newfoundland, the cost of 
moulding sand to companies located in 
Newfoundland is four times greater than 
that paid by companies located on the 
mainland before the transportation 


charges are added," 
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That, I might mention, is a little bit of 


additional information for the Gommission, They 


heard about moulding sand when they were in St, 


John's, 


evidence? 


Qe A witness by th 


5) 
a) 
a 


1ame of Angel gave 


MR; DICKSON: Yes, that's right. 

"Bulk Liguids: A Newfoundland 
manufacturer of paint, in an effort to 
curtail the cost of securing inbound 
liquid raw materials, uses containers 
on flat cars at a considerable saving 
over the previous methoc of shipping." 


Those, I might mention, are the containers -- 


one of the containers I referred to earlier, 


"While a saving has been effected, the 
capital cost of acquiring the necessary 
pulkecarrying equipment totalled $79,000, 
In addition, it should also be noted that 
the inbound rate advances 54 per cent 
when the weight of the containers and the 
return of the empties are taken into 
consideration, No such capital 
expenditure or additional costs are 
incurred by mainland companies using 
leased tank cars," 


Q- Well now, Mr. Dickson, I am passing 


over various paragraphs until we come to the second 


last or third last paragraph in your submission. You 
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deal there with the question of trailer and container 
ships, in paragraph 289 - 290, 

MR, DICKSON: And earlier, 

Qe I beg your pardon? 

MR, DICKSON: And earlier, 

Qe And earkRier., Perhaps you might 
elaborate upon the point you are making in that 
connection? 

MR. DICKSON: Yes, In paragraph 286 and 
onward we are making the suggestion that the most 
thoughtful and careful consideration should be given 
to the provision of a container ship suitable for 
the carriage of containers, highway trailers, 
automobiles and passengers between an east coast 
mainland port, such as Halifax, and a port on the 
east coast of Newfoundiand, such as St. John's or 
Argentia, This would remove much of the disparity 
between Newfoundland's transportation situation and 
that which prevails on the Canadian mainland. 

"Unlike navigation conditions 
between Port aux Basques and North Sydney, 
the water gap between Halifax and the east 
coast of Newfoundland is ice free 
throughout the entire year. A container 
ship for this route, therefore, would not 
require a reinforced hull and special 
propulsion machinery for ice preaking 
purposes, 


There are & number of container 
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operations in existence both in Europe 

and on this continent which are generally 
of the type described, Several of these 
operations are used in United States coastal 
trade, For instance, between New York, N.Y. 
and Houston, Texas, such a service is 
provided by Grace Line. 

Trailer and container ships also ply 
extensively between England and the 
continent, England and Ireland and, in this 
hemisphere, between New York and Venezuela 
and between New York and Puerto Rico, 

Tonnage figures for the latter 
operation (the New York - Puerto Rico 
service) may be of some interest; ‘in its 
first full year of container ship operation, 
1957, Pan Atlantic hauled 227,000 tons of 
cargo. Last year this volume boomed to 
1,068,000 tons,'" 

Qa How many ships were required to 
carry on that operation to which you referred? 

MR, DICKSON: There were three trailer 
ships accommodating 160 dry cargo trailers and 60 
refrigerator trailers. I take it that is the 
accommodation of each; is that right? 

Qe Yes, That is the one to which I have 
reference, By contrast, you are contrasting that 
with the tonnage movement to Newfoundland? 


MR, DICKSON: Yes, that's right, 
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D "By contrast, the total 1959 tonnage 

3 which moved to Newfoundland both via the 

4 North Sydney «= PoxS aux Basques and the all- 
5 water routes was estimated as being in the 

6 neighbourhood of 556,000 tons. The 

: respective sailing distances in nautical 

8 miles are: New York to San Juan, Puerto 

9 Rico: 1399; Halifax to St. John's: 531." 

10 I might mention that the running time for 

1 the New York to San Juan, Puerto Rico service is four 
12 days, wits 

13 Q. Well now, will you read paragraphs 

14 291 and 292, which concludes this chapter? 

15 MR, DICKSON: 

16 "With the increasing use of specially 
7 constructed containers and highway vehicles 
18 for moving both liquid and dry materials 

19 in bulk, a container ship capable of handling 
20 an adequate number of containers and truck 
1 trailers might provide the most economical 
22 means of moving such materials to and 

93 from Newfoundland, Similarly, general 

24 merchandise handle? in large containers and 
25 highway trailers could be moved to 

26 Newfoundland without transhipment, 

7 thus reducing to @ minimm camage, pilferage 
28 and loss. 

29 As has been pointed out, the 


30 transportation situation 
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is unique and requires for its improvement 

Solutions which will assure the island a 

transportation environment as nearly 

comparable as possible to that of the 

Canadian mainland, It is respectfully 

Submitted that the adoption of the 

recommendations made in this brief would 

be conducive to that goal." 

Qe Mr, Dickson, would you please now 
summarize briefly the proposals of your Commission 
in respect of Newfoundland, as contained in this 
chapter 4? 

MR, DICKSON: We ask that the competitive 
rates applicable to Newfoundland -- the water 
competitive rates applicable to Newfoundland during 
the season of open navigation be extended for the 
remaining four months of the year to the point to 
which they presently apply, 43 well as to other 
points such as Bay Robertson, Brookwood, to which 
they made be made applicable in the future; and 
that the railways should be reimbursed for any 
loss of revenue sustained by the extension of these 
rates, They should be reinbursed through a 
subsidy. 

We further suggest that the effect of 
the water haul between North Sydmey and Port aux 
Basques be removed by way of subventions, And, 
in paragraph 279, we set out how the mechanics of 


that might be done. 
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We also want to bring to this Commission's 
attention that there should be a very careful 
consideration given to the provision of a container 
ship such as we have deserived in paragraph 268, 

COMMISSIONER BALCH: Would it be absolutely 
necessary for a ship to be built for that very 
purpose, or couldn't the hold of an ordinary ship be 
utilized? 

MR, DICKSON: Commissioner Balch, I believe 
some of the American vessels are converted vessels, 
Other ones, I think, are constructed especially for 
the service, So, if I am right there -- that some 
of the American lines are converted vessels -- well 
then, I would expect that we should be abie to use 
converted vessels, too, 

GOMMISSIONER BALCH: Thank you. 

MR, SMITH Q: Have you any further 
Suggestions, or have you concluded your evidence? 


MR, DICKSON: No, that is it, Mr. Smith, 


4 


wis Se Maier 
(ddnen)” 


a : 
z'apterlimiod afi! of gzitd oF tas oats ow 


(Wists? Ytav 2 eu tac we 


TSNhLaV TOC 5 Ww WiSlVve ay an on weveg waden 


; >, ‘i m2 
| .Gac Adeqgeueg «fl fecltpeth oved oF ak dee © 
4 


sa ti Simw satAG TEMOTCRDSOU 


wrov Jan® «03 dfled ef ef aelde & sot vee 


’ ‘ 
enth®o ¢ 7 blow aris 
| 
: ‘ tascl - . 
+ x ig ay 


Le foams ots lntiy I .eone ato 


isha me T tt .ot .ootvr08- ro a 
5] 


~~ e£lewasy } teviceos ots seail nsokuemA eff to 


23 blivede ow tad? soogxe Sino TZ ond 
703 ,sfoausyv hedssvaao 


ineay :BRMIAT AROLCCIMIOS 


a> 
eahn 

t 

al 
Ms 
ry 
¢ avn 


) qo -WORHOL 
- 


ANGUS. STONEHOUSE @ co. Lo. SLC EVES, Diskson, Parks,dir L4466 


TORONTO, ONTARIO (Smith ) 
1 

2 Q. Now we come to Chapter V, which deals 
3| with the subject of railways and Canadian Atlantic 

4! ports. I think possibly it might be well if some of 
5 the opening paragraphs of this chapter were read with 


6 a view to enlightening the Commission upon the topic, 


7 which is a very important one to the Canadian Atlantic 
8]| ports. 
5 MR, DICKSON: The securing of the maximum volume 


of export and import traffic through Canadian Atlantic 
ports has always been of importance to the Atlantic 
provinces because of the vital position these ports occup 
in the regional economy. 

Indeed, as this submission has already pointed 
out, one of the expected results of Confederation and the 
building of the Intercolonial railway was to channel 
the trade and traffic of the central and western pro- 
vinces through maritime ports, particularly during the 
period when the St. Lawrence river was icebound, 

Both the federal government and the railways 
have ecnasbacen to encourage Canada's export and import 
traffic to flow through Canadian channels, One of 
the most recent expressions of national policy with 
regard to exports is the Canadian National Railways Act, 
1955 (Chapter 29, 3-4 Elizabeth II) which contains the 
following sectons: 

"Ps The Board of Directors shall so 

direct, provide and procure that ali freight 

destined for export by sea that is con- 


signed within Canada for carriage to 
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TORONTO, ONTARIO 


(Smith ) 
1 
z National Railways either at point of origin 
3 or between that and the sea shall, unless 
4 it has been by its shippers specifically 
5 routed otherwise, be exported through 
6 Canadian seaports." 
7 Q. And do you recall, or are you too young 
8 to recall, Mr. Dickson, that there were other expres- 
9 sions of national policy set out in railway statutes 
10 over the years? 
11 MR. DICKSON: Yes, I know there are, 
12 on And this is a settled national policy, 
13 is it? 
14 MR, DICKSON: Yes, I would agree with that. 
15 Q. Perhaps you would go on and state what 
16 the federal government has endeavoured, as you have 


17 stated, in respect of imports in paragraph 296? 

MR. DICKSON: In the case of imports, the 
federal government has encouraged such traffic to flow 
through Canadian ports by providing a lower rate of 
duty on goods from United Kingdom and other Common- 
wealth countries when such goods are imported through 
a Canadian sea or river port. 

Qo What do you say as to the réilways' 
policy in this regard? 

MR, DICKSON: That is inparegraph 297. 

The railways have encouraged export and 
import traffic through Canadian Atlantic ports by 
participating in the so-called “Port Parity Rate Structupe”, 


This rate structure was developed following bitter rate 
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wars between railways serving the United States Atlantic 
ports. Tne port parity rate structure generally 
equalizes rates as between certain ports and provides 
recognized differentials between others. (For a 
history of the port parity rate structure see 

Appendix B of 95 I.C.C. 539, Maritime Association, 
Boston Chamber of Commerce v A.A.R.R. Co.) To enable 
the ports and the railways serving them to share in 

this traffic, the port parity rate structure was made 
applicable to Canadian North Atlantic and St. Lawrence 
River ports as well. 

The application of this rate structure to 
Canadian ports means that the rates between say, Toronto 
and Halifax or Saint John are identical with the rates 
between Toronto and New York cespite the greater dis- 
tances involved to Canadian Atlantic ports. 

Qe Now, what do you say as to the substantial 
veins of export and import traffic flowing through 
United States ports notwithstanding this settled policy? 

‘MR, DICKSON: Well, despite the fact that 
we have the Port Parity Rate Structure and the efforts 
of both governments and railways, theré,4s a sub- 
stantial volume of export end naire traffic flowing 
through United States ports. 

ae Os Now, you speak in paragraph 301 of the 
4“ 
winter utilization of the natural ports of Halifax and 
Saint John and the fears that have been expressed in 
respect of that utilization. 


MR, DICKSON: Yes. The facilities of Halifax 
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and Saint John are principally utilized during the 
period that the St.Lawrence river is icebound, and 
the Atlantic provinces fear that the utilization of 
these facilities may be further decreased by two 
developments, namely, by winter navigation of the 
St. Lawrence river and (2), the inability of the 
Port Parity Rate Structure by itself to assure the 
maximum volume of export and import traffic through 
Canadian ports, 
Q. You deai with these matters on page 68 in 

oaragraphs 303, 304 and 305. 

MR, DICKSON: Yes. We, in our submission, 
brought to the attention of the Royal Commission, wanted 
to bring to the attention of the Royal Commission the 
example of the movement last year of vessels to Quebec 
and Three Rivers during the winter months. There 
were 22 ocean-goirg vessels at the port of Quebec 
between mid-December 1959 and mid-Marca 1960. These 
22 vessels discharged 72,000 tons of import cargo and 
loaded 102,000 tons of export cargo at Quebec City. 

In addition, the M.V. "Eskimo" docked at Three Rivers, 
on January 4, 1960, with a cargo of 4,500 tons of 
steel and 800 tons of general merchandise. The steel 
cargo was for Montreal's Place Viile Marie project. 

These tonnages could be considered as 
losses to the ports of Halifax and Saint John. To 
quite some extent they also represent losses to the 
railways, too. 


@. ..Now,you show in paragraph 310 at 
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2 page 69 a table, and I would ask you to please comment 
3 and elaborate upon what is stated in that paragraph 

4 as well as what is in the table, 

a MR. DICKSON: Yes. In Table 7 we show 

6 that if the 4,500 tons of steel --- 

7 Oy On the "Eskimo"? 

8 MR, DICKSON: --- which were discharged from 
9 the "Eskimo" at Three Rivers had been received at the 
10 ports of either Halifax or Saint John and moved by 

11 rail to Montreal the revenue the railways would have 

12 received would have been $77,400. There would also be 
13 a National Harbours Board top wharfage surcharge there, 
14 making a total of $77,530. Because it was dis- 

15 charged at Three Rivers and the Canadian Pacific 

16 Railway endeavoured to secure the traffic for their 

17 rails, they published a rate of 36 cents to meet the 
competition of the motor trucks. So if they had 
received*the entire 4,500 tons of steel the revenue 
they would have received would have been $32,400, 

or $45,180 less than they would have received from 
Halifax or Saint John. 

I should point out that in this table there 
are really two ways that the railways lose revenue by 
the discharge of cargo at ports near central Canada 
than at the maritime ports. First of all, if the 
traffic is competitive with highway transport the 
railways may have to reduce their rates and shrink 
their revenues considerably to prevent the traffic 


moving by highway. In this case the Canadian Pacific 
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rates shrank from 614 cents to 60 cents. Secondly, 
notwithstanding the shrinkage or reduction in their 
rates, the cargo may still be lost to highway transport, 
thus resulting in the loss the cargo would have 
generated had it moved by rail; and in this ase 

we understand the Canadian Pacific did lose a good 
deal of this tonnage. 

Q. You deal in 312 with the position which 
the Commission takes in this lwgard? 

MR. DICKSON: yes. There is no doubt that 
winter navigation on the lower St. Lawrence river is 
of benefit to that region of Canada, The ports of 
Halifax and Saint John are concerned, however, that 
any growth in the movement of export and import cargoes 
through St. Lawrence ports during the winter months 
will result in a distinct loss of traffic to the 
ports of Halifax and Saint John as well as to the 
eatin. 

It is respectfully recommended that a national 
policy of port utilization should be developed which 
will assure that the Atlantic ports of Halifax and 
Saint John will participate to the fullest extent in 
the export and import trade of Canada, 

Q. Then you deal with the inability of 
the Port Parity Rate Structure oy itself to assure the 
maximum volume of export and import traffic through 


Canadian ports. Is that a very important topic, Mr, 


Dickson, to the national ports of Halifax and Saint 


John? 
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MR, DICKSON: Yes, indeed, Mr. Smith, 

Q. Indeed to all the ports? 

MR. DICKSON: Yes, It is not only impor- 
tant to the Atiantic ports but the ports of Quebec 
City, Montreal, and I think we can inelude our west 
coast friends perhaps, too, would find that if the 
traffic which presently moves through United States 
ports moved through Canadian ports it would mean a 
lot to the various economies, 

We point out in 316 that in the case of import 
from the United Kingdom and other Commonwealth countrie 
the diversion of Canadian traffic through United States 
ports is not substantial, The operation of the 
British Preferential Tariff which provides a lower 
rate of duty on such goods when imported through 
Canadian ports, has apparently been incentive enough 
to secure much of this movement for Canadian channels. 

It is obvious that if a substantial portion 
of the Canadian traffic presently moving through 
United States ports could be regained for Canadian 
ports, it would mean much to the economies of the ports 
concerned, 

Q. Now, are -the ‘governments of the Atlantic 
provinces alive to the situation and have they recog- 
nized the importance of utilizing the Atlantic ports 
more fully? 

MR, DICKSON: Yes, they have, Mr. Smith. 

In paragraph 318 of our submission we quote a resolution 


which was passed at the Conference of the Premiers of 
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2| ‘the Atlantic Provinces held in Charlottetown, Prince 
3| Edward Island, on September 23rd and 24th, 1957. Per- 


4|| haps I could read that? 


5 Q. I think so. 

6 MR, DICKSON: "Whereas the aggregate dollar 

7 value of Canadian overseas exports and 

8 imports not routed through Canadian ports 

9 in 1955, the latest year for which complete 

10 statistics are available, was $350,000, 000; 

11 and 

12 Whereas the situation is one of particular 

13 concern to the Provinces of the Atlantic 

14 Region; and 

15 Whereas the British Preferential Tariff, which 
16 provides a lower rate of import duty on goods 
17 routed through a Canadian Sea or River Port, has 
18 proved to be an incentive which has resulted 
19 in almost all imports from the United Kingdom and 
20 other Commonwealth countries being shipped 
21 through Canadian ports; 
22 Be it therefore resolted that this conference 
23 of the Premiers of the Atlantic Provinces urge 
24 the federal government to join with the 
25 Atlantic Provinces in studying without 
26 delay the possibility of providing appro- 
27 priate incentives to Canadian exporters 
28 and Canadian importers from non-Commnonwealth 
29 countries designed to channel the maximum 

_ 320 volume of export and import traffic through 
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Canadian ports." 

Q. In that quotation you have a statement as 
to the figure of the aggregate dollar value of 
Canadian overseas exports and imports not rated 
through Canadian ports. Have you any later figures? 

MR. DICKSON: Yes, The latest figure is 
for the year 1958, and it shows that for 1958 it is 
$428, 049,430. 

Qe In other words, in those three years 
there is an increase to what extent? 

MR, DICKSON: An increase from $350 million 
to $428 million, roughly -- $78 million. 

Qe Now, would you read your submission 
in this regard, paragraphs 319, 3202 

MR, DICKSON: yes, 

It is the respectful submission of the Mari- 
times Transportation Commission that a way must be found 
to secure the maximum volume of Canadian export and 
import traffic for Canadian ports. Such traffic 
would benefit the economies of the immediate port areas 
and overlow into the hinterland of these ports, In- 
creased export and import traffic through Canadian ports 
would also add to the volume of traffic handled by the 
railways. 

The Maritimes Transportation Commission, 
therefore, respectfully urges the Royal Commission on 
Transportation to formulate incentives along the lines 
of those envisaged by the above resolution, If the 


Commission should, however, conclude that it cannot do so 
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within the scope of its investigation, it is respect- 
fully submitted that it recommend the formulation of 
such incentives by appropriate agencies of the 
federal government, 

Q. Now, Mr. Dickson, will you please sum- 
marize briefly your submissions as to Chapter V? 

MR, DICKSON: Yes. I think, Mr. Smith, 
those are contained in paragraphs 313 and 320, and 
I will read them. 

It is respectfully recommended that a national 
policy of port utilization should be developed which 
will assure that the Atlantic Ports of Halifax and 
Saint John will particioate to the fullest extent .in 
the export and import trade of Canada, 

Paragraph 320 I have already read. 

Qo That summarizes your views? 

MR. DICKSON: Yes, that summarizes them more 


shortly than I could otherwise do. 
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Q. Now, we come to the paragraph which 
deals with the question of horizontal freight rate 
increases, There are only four pages, and we are 
surprisingly concise and terse on what we have to 
say on this question, Perhaps you might read some 
of the passages at the beginning of the chapter, Mr. 
Dickson, 

MR. DICKSON: The question of general freight 
rate percentage increases, commonly known as horizontal 
rate increases, has been of concern to the Atlantic 
and Western Provinces during the postwar years. 

As this submission has already pointed out, 
the postwar freight rate increases have borne heavily 
on the Atlantic economy because of the method of 
applying them horizontally. They have been one of 
the factors contributing to the widening of the trans- 
portation rate gap between the long-haul Atlantic 
producer and his short-haul central Canadian counter- 
part, 

The distortion in rate relationships has 
not been caused solely by horizontal rate increases, 
Competitive rate reductions and rate hold-downs elsewhere 
in Canada and not matched in the Atlantic provinces 
have also contributed to rate distortions. Attempts 
by the Atlantic provinces to attack these two factors 
singly have failed. 

Horizontal rate increases have beén opposed 
by shippers and consigne€s because of the distur- 


bance in cents per 100 pounds or other unit created in 
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2 the relationship between their freight costs and those 
3 of the short-haul shippers and consignees, 

4 An illustration of the pure effect of horizonta 
5 rate increases is found in the rate history on wail 

6 plaster in Appendix V. In this case, none of the 

7 rates have been subject to competitive rate reductions 
8 or hold-downs, The rates from both Hilisboro, New 

9 Brunswick, and Montreal, Quebec, have been increased 
10] by the same percentages. The only adjustment made 

11 in one rate and not in the other was the reduction in 
12| the Hillsboro, New Brunswick, rate on July 1, 1957 

13] when the Maritime Freight Rates Act subvention was 

14 increased. 

15 The postwar horizontal rate advances have 

16 resulted in an increase of 31 cents in the Montreal, 
17 P.Q. rate. On the other hand, these same horizontal 
increases have raised the Hillsboro, N.B. rate by 43 
cents or 12 cents more than the Montreal, P.Q. rate. 
Had it not been for the additional Maritime Freight 
Rates Act subvention, the Hillsboro, N.B. rate would 
have risen to 46 cents or 15 cents more than the 
Montreal, P.Q. rate. 

From this rate history it can be seen that 
the horizontal rate increases have been responsible 
for widening the rate difference from 11 cents in 
1927 to 23 cents on December 1, 1958. If it had not 
been for the increase in the Maritime Freight Rates 


Act on July 1, 1957, this rate difference would have 


been 26 cents. 
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The opponents of the horizontal percentage 
increases point out that such increases accentuate 
existing rate disparities, worsen the situation of the 
long-haul shipper and are based on the erroneous 
assumption that all commodities and movements can 
bear the same percentage freight rate increases, 

On the other hand, the railways have argued 
that horizontal percentage increases are the only 
satisfactory method of dealing with general revenue 
cases and of distributing the burden equitably. 
Alternative methods are said to favour the more distant 
shipper and to disturb competitive relationships between 
various producers, 

It is doubtful that horizontal percentage in- 
creases distribute the burden equitably and maintain 
competitive relationships between various producers. 

In fact, the exact opposite appears to be the remlt 
of such advances under the present method, 

As has been shown earlier in this submission, 
certain traffic has the ability to escape in part or 
in full a general rate increase, This has meant that 
traffic which does not have this ability must bear a 
greater share of the increase and the ourden is, there- 
fore, not distributed equitably. 

Likewise, when one producer's traffic c®m 
escape the rate increase and another producer's traffic 
cannot, the competitive relationship between various 
producers is not maintained. 


Because all traffic is not subject to the same 


aA 
syetneessg (etfortso" ot Fo: 


esstansone saesecoht dode Th ae Io 
‘ed TS Soldaugle soe metow eat 9 
guicesor™s BHe aos Heard str One| 78 

ns) dinsaevem brs ebtsi bomnos, igual 
gneesospal e827 Frigtox cgeiitootsg: Ome 
peupre even sym (ier odd , peel cemzo oa 0 4, 
yito sd ot2 gessenont egatacot9g R 

SAS VS) pails tty anhieeced 19 howd om vy 
_eldations ast-tnd oad gutdpd eke ap bee tones 

jngdeld oro say wove? oo Bbse Sas oSeen aaeriaatn 
Seutod egitanciislar orlvlosqnen’ deuvteth os bas ‘tsqgtite 
etsoubetg ennai i 


~“i ayaensotse Latdostrod 2 Iuteened 43:42 t - 
t 


cj 
‘te 


-e8eovbo zg stotsev meswe4 ciytiinatvetes: avehiaegios | ie 
# 


Ktadnten bus vidadives acstmmd end: studhiges eaasoto: 


Stiget od? od od sctaegys st#heoqde gonxe) See qeoeTAl 
sane i, 


_Ludven Jaseerg sit cep eéonevbe dome to h 
» , ‘ 1 
noteaiudve sist? mt «stings oworla nse apo aay aad i 


: 
to 2xeq@ al sgsoee of -paRhifas wag hai -twet ntaaas 
tjedy Frag es antes Season nl eFey Lesersgs mite le 

gaged tau ydillde efdi vse dom (lee OND, i 
~#redt ,2i nobtus ect ite eeaotant shee eran ene oT 
«vlan t2epe bored saad ton onot a : le 

a0 sits seaubesa Sst) every eee a 
ot? terd 3 \4egnSo%y Tevivons dnd scgeTont | 


ys 
» 


svoter @eewded gidane(cSies evivideqieg 


 Coatetaion § 


wuss ast of JoBhdke don <t otStetd Lhe 
- : viv 


29 


30 


ANGUS, STONEHOUSE & Co. LTo. SU @e@vesg »Dickson, Parks, dir 14479 
TORONTO, ONTARIO 
(Smith ) 


rate advance, the present method is no longer a "pure" 
horizontal rate increase, it is in effect one which 
gives hold-downs to shippers whose traffic is subject 
to intense competition. As is evident from appendices 
VI to VIII to this submission, the traffic favoured 
with such hold-downs consists chiefly of short-haul 
movements, Thus the impact of the present method on 
the long-haul shipper is greater than it would have 
been had a "pure" horizontal increase been imposed, 

Criticism of the horizontal method of raising 
railway freight mtes by a uniformpercentage in Canada 
has not been confined to government spokesmen, shippers, 
receivers and trade groups. 

In fact, the Royal Commission on Maritime 


Claims (Duncan Commission) came out strongly against 


horizontal increases in its 1926 report, "By the 
mere operation of railway increases -- and having no 
relation to other business considerations -- the burden 


which the Trenton (N.S.) plant has to meet now as 
compared with a Hamilton plant is much greater in money 
than it was formerly. .. . The railway administration, 
in giving evidence before us, agreed that long-distance 
traffic, particularly heavy traffic has been seriously 
prejudiced by the operation of the norizontal increases." 
(Royal Commission on Maritime Claims, 1926, page 26.) 
An exhaustive review of the general rate 
increase decisions of the Board of Transport Commis- 
sioners and its predecessor the Board of Railway 


Commissioners was made by the Turgeon Royal Commiscicn 
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on Transportation, That Commission found that in the 
eases before World War II a substantial number of ex- 
ceptions to uniform percentage increases were made, 
Following World War II, however, less use has been made 
by the Board of Transport Commissioners of requiring 
departures from the method of increasing rates by 
uniform percentages, although some exceptions have en 
made (e.g. Coal and Coke rate ineweases-have been 

in cents per ton; potatoes, in one of the general rate 
increase cases, took a lesser percentage increase than 
was authorized for other commodities; and on cordwood, 
edgings, mill refuse and slabs, used for fuel only, a 
maximum increase of 2 cents per i100 pounds was pre- 
scribed in one of the general rate increase cases), 

Qe I refer now to paragraph 345 on page 75: 
would you read that passage? 

MR, DICKSON: Large horizontal increases are 
also one of the factors increasing the attrition and 
erosion of railway revenue. For instance, in 1958 durin 
the 19 per cent freight rate case, Mr. C. D. Edsforth, 
then General Traffic Manager, Canadian Pacific Railway 
Company, in explaining an anticipated attrition factor 
of 50 per cent in competitive traffic, said: “Weight 
was also given to the fact that the increase proposed 
is 19 per cent." (Transcript of Evidence, 19% Interim 
Increase in Freight Rates Case, October 7, 1958, Vol. 
1029, page 8387.) 

Qo What inference do you draw from that 


statement? 
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MR. DICKSON: The inference is that the 
attrition factor would have been less had the requested 
increase been less, 

Qe You carry on in paragraph 347, do you? 

MR, DICKSON: yes. in effect, then, the 
larger the increase needed, the greater the erosion and 
attrition will be, But, at the same time, the greater 
erosion and attrition factors will, in themselves, 
raise the percentage by which rates must be increased 
to yield the required revenue, 

This would suggest that a solution to the 
problem of horizontal rate increases should be coupled 
with a solution to the problem posed by the necessity 
of recovering revenue requirements from an ever 
narrowing base of traffic. 

It is apparent from what has been said 
earlier in this submission that the effects of the post- 
war increases have accentuated by hold-downs and 
exemptions from rate advances on predominantly short- 
haul competitive traffic. If these increases had 
been "pure" horizontal rate advances, their impact 
on long-haul traffic and/or specific commodities 
would not have been as severe, 

Qo That concludes your submission on 
horizontal increases? 

MR, DICKSON: Yes. 

Qe And the remaining four paragraphs deal 
with general matters. Perhaps you could read them 


and conclude the submission. 
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As indicated in the introduction, this 
submission has concerned itself only with some of the 
transportation problems which are considered vital to 
the Atlantic Provinces. 

The very valid and important submissions 
received by the Royal Commission during its Atlantic 
provinces hearings dealt with many other matters of the 
utmost importance, 

The Maritimes Transportation Commission expects 
to comment, during the further proceedings of the 
Royal Commission, on other matters of importance to 
the investigation as such matters arise from the 
submissions of other interested parties, 

The Maritimes Transportation Commission 
hopes that the foregoing will be of some assistance 
to the Royal Commission in its deliberations, 

MR, SMITH: Mr. Chairman, Major Lafrance 
handed me a copy of a letter to Mr. Anderson from the 
Maritime Provinces Board of Trade dated March lst, 
1960, in which that group advises that the Maritime 
Transportation Commission will be speaking also on 
behalf of the Maritime Provinces Board of Trade, and in 
these circumstances I am asking that this be put in as 
an exhibit, or as a supplement to our submission, 

MR, COOPER: It can be taken right into the 
record, 


THE CHAIRMAN: yes. 
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MARITIME PROVINCES BOARD OF TRADE 

Moncton, N.B., 
March 1, 1960 

Mr. F. W. Anderson, 

Secretary and Director of Research, 

Royal Commission on Transportation, 

PO, Box 1173, 

Ottawa, Ontario. 

Dear Mr. Anderson: 

Inasmuch as the Maritimes Transportation 
Commission is affiliated with the Maritime Provinces 
Board of Trade, the views of the Maritime Provinces 
Board of Trade respecting transportation matters 
as they pertain to the Atlantic Provinces of Canada will 
be contained in a submission of the Maritime Transporta- 
tion Commission which is being made to the Royal Com- 
mission on Transportation in Ottawa, 

This advice to the effect that the Maritimes 
Transportation Commission will be speaking also on 
behalf of the Maritime Provinces Board of Trade is 
forwarded to you at this time in order that you might 
be informed of the stand of this organization in the 
matters of transportation in the Atlantic provinces, 

Yours very truly, 


"A, T. Parkes, 
Executive Secretary." 


MR, SMITH: That is the submission, Mr, 
Chairman, 

THE CHAIRMAN: Thank you, Mr. Smith. Will 
you carry on at ten o'clock tomorrow morning, Mr. 
Cooper? ee 


MR, COOPER: Thank you. Pe 
---Adjournment. 1 icp Sees 
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: 
2 ERRATA 
3 VOLUME 1, SUBMISSION OF THE MARITIMES 
TRANSPORTATION COMMISSION TO THE ROVZAL 
4 COMMISSION ON TRANSPORTATION 
5 
Table of Gontents ~ 8th Line, "Railway" should 
6 read "Railways". 
7 Page 8 = Line 25 + "International" should read 
"Intercolonial" 
8 
Page 9 = Line 29 - "International" should read 
9 "Intercolonial", 
10 Page 9 = Footnote 1 = "Ecotia" should read "Scotia" 
11 Page 9 = Footnote 2 - "Glazezrook" should read 
"Glazebrook" 
5-12 
Page 12 - Line 21 - "prevading" should read 
13 "ynervading" 
14 Page 16 = Line 9 = "International" should read 
"Intercolonial" 
15 
Page 48 = Line 19 = "ton miles" should read "tons" 
16 
Line 21 = "ton miles" should read "tons" 
17 
Page 48 - Footnote 1 = "Gagdin" should read "Wagdin" 
18 
Page 72 = Line 30 - "paid the" should read "paid 
19 by the" 
20 Page 79 = Line 6 - "Large" should read "larger" 
21 Page 80 - Line 6 = "Chapter II" should read 
"Chapter 1" 
22 
Page 80 - Footnote 1 = "1924" should read "1944" 
23 
Page 108 + Line 19 - "Lewisport" should read 
24 "Lewisporte" 
25 Page 126 = Line 20 - "affect" should read "effect". 
26 
27 
28 | 
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INTRODUCTION 


The Maritimes Transportation Commission welcomes 
this opportunity of submitting to the Royal Commission on 
Transportation the views of the Atlantic Provinces on 


matters of direct and vital importance to the Region, 


The Maritimes Transportation Commission is an 
organization authorized and supported by the Governments 
of Nova Scotia, New Brunswick, Prince Edward Island and 
Newfoundland, Through its affiliation with the Maritime 
Provinces Board of Trade it is associated with approxi- 
mately one hundred and five Boards of Trade and Chambers 


of Commerce in the Atlantic Provinces, 


There is little doubt that transportation looms 
as large in the minds of the Atlantic Community today as 
it has in the past, The submissions already made to your 
Commission by Governments, Industry and Trade Groups of 
the Atlantic Provinces have dealt with many of the partic- 


ular transportation problems facing the Region, 


It is not the intention of the Maritimes Trans- 
portation Commission to deal with all such matters in 
this submission, The lack of reference to any m tter 
raised by any party appearing before your Commission 
during its Atlantic Provinces hearings in ho way detracts 


from the importance of that particular matter, 
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CHAPTER I 
THE TRANSPORTATION SITUATION OF THE ATLANTIC PROVINCES UP 
1. TO 1951 
Ls The transportation situation of the Atlantic 


Provinces up to 1951 embraces over one hundred years of 
transportation history in Canada, Such a period antedates 
Confederation as indeed it must since the roots of the 
present day situation tap deeply into the political and 
economic expedients--transportation being one of the most 
important--which made Confederation possible, The con- 
struction of a railway linking the Maritimes to the rest 
of Canada has been adjudged by historians, statesmen and 
students as one of the most important events bearing on 
Confederation, a condition precedent, a condition without 
which there would have been no Confederation of the British 


North American colonies in 1867. 


2; A thorough and complete review of the early 
transportation history of the Maritimes, therefore, is of 
the utmost importance in understanding the situation tods:, 
It was the events:of that time which largely determined 
the region's presént day marketing structure which rs¢- 
quires transportation to principal markets situazved long 


distances from the region itself, 


3. During the first half of the Nineteenth Century 
the Maritime Provinces, Nova Scotia, New Brunswick and 
Prince Edward Island, enjoyed the greatest period of re- 
lative economic prosperity in their history, a period 


which has since become known as the "Golder Age" of the 
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Maritimes, Under the wing of the old British commercial 
system with its protective tariffs and Navigation Acts and 
aided by the benefits of free access to the American market 
through the Reciprocity Treaty, the Maritimes early estab- 
lished a highly unified and integrated economy based on a 
"Wood, Wind and Water" technique, Vessels built in Iunen- 
burg, Yarmouth and Saint John carrying products from 
Sydney, Charlottetown and Halifax sailed to the world's 
great ports, returning with the riches, wealth and produce 
of other lands, By successfully exploiting their re- 
sources of forest and sea and building up markets at the 
end of cheap and convenient trade routes, the Maritimes 
developed into a major commercial power, ranking fourth 

in registered tonnage among the world's great seafaring 


nations, 


4, However, near the mid point in the century, 
roughly during the period 1840-1865, a number of events 
occurred which seriously undermined the basis of the 
Maritime economy, The first of these was the reversal 
of British Commercial Policy which for many years had 
supported the monopoly of Maritime trade with the West 
Indies, The adoption of Free Trade by Britain in the 
1850's dealt another severe blow which resuited in 4a de- 
cline of the British preference for Maritime timoer, 
Abrogation of the Reciprocity Treaty by the Uniced States 
in 1866 closed out the region's markets in natural 
products in the nearby New England states, while the end 


of the Civil War, which, while it lasted, had substantially 
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increased the demand for the products of the Maritimes, 
left a serious vacuum in the region's volume of exports. 
Finally, the successful application of steam toc navigation 
Was repeated in the use of the steam locomotive which 
eventually was to eclipse wood and sail almost completely 


as the principal means of transport, 


ay Thus, the Maritime economy was severely crippled, 
Not only were the Region's great markets lost, but in the 
process the dependent carrying and shipbuilding trades 
atrophied. The coming of the railway held out the 
possibility of a new era of economic expansion and develop 
ment in relation to the markets in the Upper Colonies of 


British North America, 


6. For some time the Maritimes had been engaged in 
railway building, in the hope eventually of linking up 
with the Upper Colonies already extensively tentacled with 
rail lines, The greatest railway project of the time, 
both in its conception and actual construction, was the 
Grand Trunk Railway, which by 1860 extended from Sarnia 

to Montreal, from where i* forked south to Portland, 
Maine, and eastward to Rivisre du Loun, Quebec, Two 
previous attempts to link up with the central co onies 
having failed, all hope now centerec on a railway link 


with one of the adjacent extensions of the Grand Trunk, 


= The Maritimes were not alone in their difficulties 
during these years, however, as all the British North 


American colonies were experiencing similar problems re- 


aie 


a 

prc: 
be 
Some ge bap boow eaqifoe of = 


_ 
, 
é ] 
cm 

S 


tater? to sueen fagt 


‘ 


at 


af - [ ctedtem fserR 8 colger ont onew 


& 84 oO.1558 ttiash ed 


2 a —- cote welt wet? % et aati a 


32 visvl ® yos<etle g@elaolag saa ae a 
irra “iT ee 


4 


ettiverytep tte? ut exmle ton ote 


' sadeited dak is ofS (le ea eevee y 


mee AesLinite oh tows treqne 
yt ad rd Pinie = a 8 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO rd 


sulting from industrial change, loss of markets and 
finance, The Upper Colonies faced an additional problem 
of defence when the United States emerged from the Civil 
War as a great military power, Gradually all the 
colonies came to the realization that they shared these 
problems while possessing complementary resources, and 
that common action under a common government would be 
the best method of dealing with them, It was against 


this background that Confederation was discussed, 


8. Confederation then was conceived as the solution 
of a number of political and economic problems and, 
therefore, had both political and economic aims. So far 
as the Maritimes were concerned, their main interest lay 
in obtaining access to the central markets and, as such, 
coincided with one of the important economic aims of 
Confederation, that of establishing an effective means 

of communication and trade between the scattered colonies, 
To this end a means of transportation between the 
colonies would be a prerequisite; thus for the Maritimes 
Confederation held out not only the promise of new 
markets, but equally important, the means of reaching 


them, 


9. The Upper Colonies though for different reasons, 
were also interested in an intercolonial railway, linking 
them with the Maritimes, Following the Civil War, 
Anglo-American relations were severely strained by the 
rise of the great military power to the south which en- 


gendered fear of annexation by the United States, The 
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psychological effect of this state of affairs united the 
colonies in a common desire for defense, Canadian 
climatic conditions playing perhaps a hitherto unappreciat 
ed role in the process of nation building, an incident 
involving the freezing of a warship in the St. Lawrence 
vividly brought home to the Upper Colonies the urgent need 
for a means of access to the ice free ports of the Mari- 
times, A further consideration was the fear that New 
Brunswick's railway might be extended to the American 
boundary. The construction of an all-British route, 
therefore, became of vital importance to the cementing of 
the union and the great statesmen of the time eloquently 


urged its immediate construction, 


10, The decision to construct an intercolonial 
railway was, therefore, a condition precedent to Confedera- 
tion in the sense that without the promise that such a 
railway could and would be built, there would have been no 
Confederation, For their part the Maritimes would simply 
not have been interested in the wider scheme of political 
union, had it not held out the promise and potential of 
new markets, As stated by a Nova Scotian delegation in 
the discussions bearing on Confederation: 
"An international railroad would give the means 
of communication at present wanting, it would 
open to Canada an Atlantic seaboard on British 
soil, from which she is now cut off; and it 


would offer to the Lower Provinces a ready 
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access to the vast field of enterprise and 
progress occupied by their fellow subjects in the 
interior, It would prove a benefit of incaleul- 
able value, should it be the precursor of, as it 
is an absolute necessity towards a legislative 
union of Her Majesty's North American Provinces- 
a measure essential to the full development of 
the power which their situation and character are 
calculated to confer and without which they never 
can attain the high position to which their 
united energies and advantages would lead them," 
(Quoted ins Province of Nova Scotia: Submission 
to the Royal Commission on Maritime Claims (1926) 


p. 5) 


ps Upper Canada on the other hand felt that it had 
little choice in the matter since the alternative was 
annexation, 
(G.P. Def, Glazezrooks A History of Transportation in 
Canada (1938), p. 199) 
The decision to construct an intercolonial railway, 
therefore, became an integral part of the terms of 
Confederation and was written into the British North 
American Act, 1867: 
Sec, 145 "Inasmuch as the Provinces of Canada, 
Nova Scotia and New Brunswick have joined in a 
Declaration that the construction of the Inter- 


national Railway is essential to the consolida- 
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1 
2 tion of the Union of British North American, and 
3 to the Assent thereto of Nova Scotia and New 
4 Brunswick, and have consequently agreed that 
5 provision should be made for its immediate con- 
6 struction by the Government of Canada: Therefore 
7 in order to give effect to that agreement, it 
8 shall be the duty of the Government and Parlia- 
9 ment of Canada to provide for the commencement 
10 within six months after the Union, of a railway 
af connecting the River St. Lawrence with the City 
12 of Halifax in Nova Scotia, and for the construc- 
13 tion thereof without intermission, and the com- 
14 pletion thereof with all practicable speed," 
15 

es In relation to Prince Edward Island, no more need 
: be said than that the assumption by the Dominion Govern- 
id ment of the railway debt and the guarantee of a year round 
. ferry service were two of the reasons which induced that 
" province into Confederation in 1873. Similarly, when 
4 Newfoundland joined Confederation in 1949, the Government 
21 


agreed to take over the Newfoundland Railway and to provids 
for the operation of a freight and passenger service, in- 
cluding the transportation of automobiles, between North 


Sydney and Port aux Basques, 


Ge The Intercolonial Railway was completed in 1876 
at an approximate cost of one million dollars, Appendix 


I shows the route followed by the railway. 


rf a 

bac .arobromA dow detord to no ko oat 30 
p ? 

well bas aivool evek to oawnsiie. olphs 


Secit bas syns _lvaevpsadoo sveaed Dre , 


: -ftao steifbecm?t e3t 107 ebaa od blyvene dolkel 


swole1ed? rebens) to txnemevod eft yi notions 
Fk .Gtemectys dad? of Joatte svig oF Teirta | 

} ; ; 
. . -sifeeT burn daeamuevedD oft to ytub edd sd [feta 

, tnd bs ; 

wenosdnes ett x01 shivei¢ ot shenad to Janes 

} e of 
/. yawitet 6 to ,mottU oft tedic aid@om xte atddin 
7 ’ ; 


~ 320 off9 cidiw souetwal ,22 t9vin sd yale eamiingsd | ve 


-Suivsios. ea’ tod bes ~8ivO0S & voH at eetttall wo 


| ~190 ott bos ,noleaturretat Juorsid iw ‘oovady aelt 74 

; ' Bgege eldenttoamq Lis titiw tesusd? aativelg 

| | 

| bean strom on ,Laefel biswbz sontsd of nofsalés at “~ SI. 
; ¢ 


-s1ev0d coinkeod siti vd netiqnueas od? tedt ansid bise od 
bevoxr tesy a To seacn-aewn ed? baw odeb yew tar edt Yo snom 
ted? deowbut dotew acomsex ont Yo owt ovew men 
w .viteSlmte .PY8l at cobiesebs ined otak eontve 


notiszebstio) benLlot paetbmvo2won | 


@ 
> 
Lad 


t[vewn oF Ste vawl tan baslbasotwet add seve soled of book 5 
= : ya 
,sotytea asgtiesesq Ook INgient a To salveisqo seed Os 


x 


Asxoi avew?vsd  sefidomeias Wo 4 oligiii@gqener3 ont 3 


-agupned | ave P20T ban yon 2 


; *A pops 
avSL at bevelquoo aaw Yawltet Letaofootesat he 


o ef 
aa “rn 
Uys vee 


xlbregqA .ateflob dotif{ia sac To Jaca, 3 
Seeiaes % 
-yseitet said yd a Bapean's suid 8 ie 


f 

Lm 
>» 
a biel ae : 


i. - 


q c 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Le 


2] 14, ° Reference has already been made to the difference 
3| of interests between the Maritimes and the Upper Colonies 
4! an regard to the purpose each intended the railway to 

5] serve, Though considered an obligation in inducing the 

6| Maritimes to Join Confederation, the map clearly shows 

7|| that defence interests predominated in the decision re- 

8 garding the actual route followed by the railway. In this 
9 regard the Royal Commission on Transportation, 1932, ob- 


10| served: 


11 "For this formidable undertaking, there was 

12 selected, largely at the instance of the Imperial 
13}. Government, which had agreed to guarantee a loan, 
14 the long circuitous route of the Royal Engineers' 
15 Survey of 1847, This route, its supposed militar 
16 advantage emphasized by certain incidents of the 
17 American Civil War, represented the most distant 
18 practicable are from the American border. In 

19} other respects, however, the so-called military 
20 survey suffered by comparison with the more 

21 direct routes--one approximating that of the 

22 National Transcontinental of nearly fifty years 
23 later, another projected to descend the fertile 
24 valley of the St. John, Thus excessive length 

25 and costly construction were added to the econ- 
26 omic difficulties of bridging the unproductive 

27 | gap between Central Canada and the Maritimes, 

28 and any real prospect of profitable operation 

29 was excluded from the start." 
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(Report of the Royal Commission on Railways and 


Transportation in Canada, 1931-32, p. 76) 


15. The years following Confederation ushered in a 
period of rapid economic development in Canada. Although 
the world-wide depression, which began in 1873, seriously 
retarded the progress of nation-building until the time 
of the so-called National Policy in 1879. A logical con- 
sequence of Confederation, the National Policy (the pro- 
tective tariff for Canadian industry) was, in effect, a 
whole series of plans of the federal government designed 
to develop a transcontinental economy, Briefly, it was a 
three-pronged policy of settling the West, of cementing 
the West to the East by a transcontinental railway, and 
of erecting protective tariffs on manufactured goods to 
encourage the development of secondary industry, thus 
strengthening the flow of east-west trade. In relation 
to the Maritimes, it was hoped that these policies would 
benefit the region by channelling the trade and traffic 
of the central and western provinces through Maritime 
ports, its prevading effect acting to stimulate indus- 


trial development. 


16, In point of fact, however, the National Policy 
had the exact opposite effect. To the extent that it en- 
couraged the build-up of population and industry in the 
Central Provinces, it discouraged economic development 

in the Maritimes. Without the protective tariff the 
Maritimes would have traded more with the New England 


States, Great Britain and other countries, the likelihood 
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being that these developments would have had the intended 
effect of the National Policy on the Maritimes. As it was 
with many of their major industries in a serious state 

of decline, the hoped-for pattern of industrial develop- 
ment failed to materialize and the region continued to 
lose ground economically in relation to the rest of the 


country. 


2 ge The general prosperity in other parts of the 
country brought about by the wheat boom in the West, the 
influx of large numbers of immigrants and huge capital 
investment in the major industrial segments of the econ- 
omy, spilled over into the opening decades of the new 
country, ushering in a period of rapid economic develop- 
ment which, in the short span of thirty years, was to 
chart the Canadian economy over the whole course of the 
business cycle, The boom years to 1913 saw the net value 
of manufacturing production increase by more than two and 
a half times, textile production more than double, 
production of iron and steel products increase more than 
threefold and flour and grist mill products more than 
fivefold. Geared to a rapid and sustained rate of growth, 
the drying up of British capital imports, coupled with a 
decline of export staple prices in world markets, slowed 
the rate of growth to a halt, which, however, was short- 
lived. The outbreak of War in 1914 brought about new 

and greater demands for foodstuffs, munitions and other 
war requirements thus accelerating the rate of growth and 


raising the economy to a new plateau of development, The 


oebuednt afd bed eves blvow 
@ew 72 GA  .aemtdicem oft wo yotfot Is 

stats anofise s at setudasbal toLam aad 
-goleveb [piutewbal Yo myettaq 101-deqen ‘a mtlo 


——— . 


ot Bountines cotget oft bas eutletrodem oF Be. 


sd3 Yo tees and ot antvsior at yllantmonode Of 


edd to atdasq i9rlv0 nL YILisqaoNy [et9edeg eaiT 


a na 


od? .SeeW edd at wood teeda oft yd juieds sdgvord | 0 | 
i 
fetiqeo Sap Sas stressgimel ‘lo atvedmin eptal to lb 


| -02 eAfF to etnsmase [stagvenbat rchem atid al vale | 


- a 


wen odd to aebssebh sntneqa ait osak teve belligqa va 
-~qolsveb elntortoos biast ‘lo boixsg a al gr ttedes cessation | 
ot ean .atae~y Yorks to asgs Juoda edz at _nobdw test 
afd to serves sloriw sav tevyo waodoos: iatiniie edd daado 


eufsy fou edd wea FLCL of etsey stood eff .efoyo ae . eu 


bis ows eds stom yd eaaotonl nolesuborg guiwics iam % 


a a _ eee © 


.sidwab asd? stom actiovbowq eltixeg .peaid ‘Usd | . 
| Pie 


aad? otom esagetont stouboug Isetve baa cork Te tokion OE | 


seem CN At OCC CC A AC ALLL I 


aaeit eromw edowborq Eitm getca bee doll Bas blot 9" + 
y 


ae id 
ddwots to etet benisvere bas biqet s oF bewsed .bLlotev a 
, = 


s ddtw defgueo ,adnoguit [etiqss datgtem to ait gatyxb ond 


; 
; 
| 


bewole .etsxiuem bixow ot zeotrq ofqete tuoqxe %9 antios 


-iterea ean , Tavewod ,fotdw .tiad 2 of Miwotg to od ont 


#e0 tuods Jdgvoid érer at ss to alesudzgo aT bev. 


f 


ted3a bas afotttivem .etivdeboot tot ebugmed 


bas AJnoty to evas ect gnitsielesss anni edt 


eff ,taemqoleveb to uestaiq won s oF | wen 


os } iS rs 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 14 


war-stimulated boom closed out by 1920 and more serious 
depression threatened as all segments of the economy 
faced shrinking domestic and external demand. By 1924, 
however, world conditions had improved and were reflected 
in increased prices for the country's export staples and 
the economy accelerated at a slow but steady rate of 
growth which continued until the great depression of 


1929. 


18, These changes, of course, had important effects 
on transportation, notably a feverish expansion of 
railway mileage during the closing years of the Nineteenth 
Century followed by a period of entrenchment and consolida 
tion in the formative years of the new century. It was 
during this time that the Canadian railway problem, so- 
called, was born when three railway lines spanned the 
Dominion giving Canada the dubious distinction of having 
the highest per capita railway mileage in the world. This 
was a luxury which the young country could ill afford, 
Following the Report of the Railway Inquiry Commission 
appointed in 1916, several of the bankrupt lines were 
taken over by the government, and together with certain 
government-owned lines, including the Intercolonial, in- 
corporated into the "Canadian Government Railways", the 
nucleus of the present Canadian National Railways System, 
More significant for the purpose of this submission, 
however, were the changes which had taken place in the 
freight rate structure during this period, particularly 


in respect of rates on the Intercolonial Railway. 
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19. While a detailed analysis of the early rate 
structure of the Intercolonial Railway might be desirable, 
it is doubtful whether this would serve to clarify 
Significantly the main policy considerations in regard to 
the rates on the line, It is sufficient to note that the 
actual rates on the Intercolonial were based on the rates 
on other railways in Canada, but that they were generally 
lower as a direct result of government policy in regard to 
the operation of the line, Thus there were four merchan- 
dise classes, and special rates on grain and flour, vege- 
tables, lumber and livestock, These rates were lower, mil 
for mile, than those in Ontario-Quebec. In 1889 the "ten 
class" type of tariff was adopted using the Canadian 
Joint Classification, but the Intercolonial rates were 
still on a lower basis than those in Ontario-Quebec, 
Appendix II, taken from the RAC Henry Study 
(R.A.C. Henry and Associates: "Railway Freight Rates in 
Canada" (1939) 
prepared for the Royal Commission on Dominion-Provincial 


Relations, 1939, shows this relationship graphically. 


20. This generally similar but lower level of rates 

on the Intercolonial continued into the first decade of 

the new century subject to only minor changes and revisions 
Around 1912, however, the first signs of upward revision 

in the rates on the Intercolonial as compared to those in 
Quebec-Ontario appeared. The trend became particularly 
noticeable as a result of the general rate increases 


authorized by the Board of Railway Commissioners between 
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1916 and 1922 when rates on the Canadian Government 
Railways, including the Intercolonial, though not subject 
to the jurisdiction of the Board, were, for all practical 
purposes, treated as though they were, their basis in 
historical fact and promise as interpreted prior to 1912 
being either overlooked or deliberately ignored. While 
the reasons for this upward revision of rates on the 
International are not easily defined, it appears that a 
combination of factors were at work: Rate increases on 
other railways, Government directives, and an attempt by 
the Management of the Intercolonial to operate the line 
on a commercial basis. Whatever the reason, it was 
directly contrary to the policy which had been in force 
prior to 1912. The following table shows the effect of 
these increases on first class rates from Saint John, N.B. 
to Montreal, P.Q. 

TABLE I 


FIRST CLASS RATES IN CENTS PER 100 lbs, 


SAINI JOHN, N.B., TO MONTREAL, P.Q. 
% incr, % 1912 Basis for 


Date Rate or Dec, Rates Adjustment 

May 14, 1912 48 100 

May 15, 1912 54 + 12.5 112.5 Commercializing 
operation 

Dec. 1, 1916 58 t 7.4 120.8 Eastern Rates 


Case-Board's 
General Order 16 

Mar, 15, 1918 663 + 14.6 138.5 15% Case, Board' 
General Orders 
212 and 213. 

Aug. 12, 1918 83 + 24.8 172.9 25% Case. Order 
in Council P.C. 
1863, July 27, 
1978, 

Sept. 13, 1920 116 + 39.7 241.7 40% Case. Board! 
General Order 3 
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% Incr, % 1912 Basis for 
Date Rate or Decr, Rates Adjustment 


gam, 1, 1921 112 - 3.5 233.3 Reduction to 
35% over Sept. 
12, 1920, Board 
's General 
Order 308, 

Dec, 1, 1921 104 - 7.1 216.6 Reduction to 
25% over Sept. 
ia, L820, 
Board's General 
Order 350, 

Bi. Numerous other instances could be cited to show 

how rates on the Intercolonial were increased during this 

period (some by over 200 per cent) and where special rates 
were cancelled and higher rates substituted contrary to 
the rate policy of the line prior to 1912, This 

‘levelling-up' process was completed by 1923 when the 

Intercolonial became part of the Canadian National 

Railways System and thus subject to the jurisdiction of 

the Board of Railway Commissioners, At that time rates 

on the Intercolonial had reached the level of those in 


Ontario-Quebec and their intended lower basis had com- 


pletely disappeared, 


Be. This state of affairs, coupled with depressed 
conditions in trade and agriculture, caused considerable 
agitation in the Maritimes which found expression in a 
movement urging Parliament for the restoration of 
‘Maritime Rights', There was general dissatisfaction 
with the effects of the National Policy on the region 
particularly with the failure to develop traffic 

through the ports of Halifax and Saint John and the loss 
of the Region's favourable freight rates. Order-in- 
Council P.C. 505, dated April 7, 1926, was issued, in- 


structing a special Commission to undertake a complete 
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investigation into the entire matter, Known as the 
Royal Commission on Maritime Claims, the Commission made 


its report the following year. 


do In any review of the transportation situation 

of the Atlantic Provinces two events stand out as having 
particular significance and relevance in relation to the 
situation at the present time, The first was the con- 
struction of the Intercolonial Railway. The second were 
the findings of the Duncan Commission, as it has become 
widely known, regarding the purpose of the Railway and 
the rate policy adopted on the Line in furtherance of that 
purpose, upon which the Commission based its recommenda- 
tions, Accordingly, in view of the importance of these 
recommendations, they are reproduced in the following 
pages almost in full. (The marginal figures refer to the 


numbered sections in the Report). 


24, Regarding the alleged reveral of transporation 
policy with respect to the construction and operation of 
the Intercolonial Railway the Commission observed: 
"8,.,.We think, however, that a balanced study of 
the events and pronouncements prior to Confederation, 
and at its consumation, confirms the representations 
submitted to us on behalf of the Maritime Governments 
in regard to the ultimate construction of the 
railway, viz: 
(a) That leading Canadian Statemen in urging the 
adherence of the Maritime Provinces to Con- 


federation defined the purposes of the 
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railroad to be 

(i) A means of affording to Canadian merchandise 
and to Canada herself in times of national and 
imperial need, an outlet and inlet on the 
Atlantic ocean -- available all the year round 
-- and 

(11) To afford to Maritime merchants, traders 
and manufacturers, a market of several millions 
of people instead of their being restricted to 
the small and scattered populations of the 
Maritimes themselves, particularly in the light 
of the disturbance with which their trade was 
threatened as the result of the discontinuance 
by the United States of the reciprocal arrange- 
ments that had prevailed. 

(b) That strategic considerations determined the 
actual course of the line -- making it many 
miles (estimated by Sir Sanford Flemming at 
250 miles) longer than was necessary -- if the 
only consideration had been "to connect the 
cities of the Maritime Provinces with those of 
the St. Lawrence," 

(c) That to the extent that commercial considera- 
tions were subordinate to national, imperial 
and strategic considerations, the cost would 
be borne by the Dominion and not by the 


traffic that might pass over the line," 
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"9, Rate Structure of Intercolonial Railway 


The Intercolonial Railway was completed in 
1876, and it would appear from the evidence we 
have received that from then until 1912 the in- 
terests of the Maritime Provinces were fairly 
well safeguarded, the freight rate structure 
being such as to take into account the require- 
ments of their traffic. The lower level of 
rates that prevailed on the Intercolonial 
Railway system prior to 1912 is, in our view, 
rightly to be interpreted as the fulfillment 
by successive governments of the policy and 
pledges that surrounded the railway from its 
inception, whatever impressions may have been 


created by the form of its administration, 


Since 1912, changes have taken place in 
the framework of the rate structure, and in- 
creases have been added to the freight rates, 
The combined effect of these has been to im- 
pose upon the merchandise and industry of the 
Maritimes, a burden which, it is alleged, is 
quite out of proportion to the increase which 
has been added since 1912 to the freight struc- 
ture in other parts of Canada, although it may, 
in many cases, only have raised Intercolonial 
Railway rates to the same level of scale as 


rates in other places. 
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The net result of these changes is broadly 
shown by the figures given in evidence by the 
Railway administration who, at our request, 
furnished us with statistics to show the 
position now as compared with 1912 for the Inter 
colonial Railway and for the rest of Canada. 
These figures reveal that Intercolonial rates 
have suffered an estimated cumulative increase 
of 92 per cent (i.e. their 100 has become 192). 
The estimated average increase of rates for the 
rest of Canada is 55 per cent (i.e., their 100 


has become 155)." 


"10, Effect of Changes in Rate Structure on 
Maritimes 
The Maritimes case on railway rates was 
put to us in very considerable detail. The 
railway Commission is at the present time 
dealing with these same details, and we have 
not formed any opinion on these matters so far 
as a judgment on their merits would involve 
consideration of railway administration and 
policy. On the broader question, however, of 
the incidence of the existing rates as a whole 
upon industry and employment in the Maritimes, 
we have come very definitely to the conclusion 
that the rate structure as it has been altered 
since 1912 has placed upon the trade and com- 


merce of the Maritime Provinces, (a) a burden 
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which, as we have read the pronouncements and 
obligations undertaken at Confederation, it 
was never intended it should bear, and (b) a 
burden which is, in fact, responsible in very 
considerable measure for depressing abnormally 
in the Maritimes today business and enterprise 
which had originated and developed before 1912 
on the basis and faith of the rate structure 


as it then stood," 
"11. Recommendation On Freight Rates 


We conceive this to be a position with 
which -- quite apart from details of particular 
rates -- it is our function to deal, and a 
position which must be dealt with drastically 
and promptly. We take this view the more 
readily since the President of the Canadian 
National Railways system did not dissent from 
Sir Sanford Flemming's railway estimate that, 
for strategic reasons the Intercolonial had 
followed a course approximately 250 miles 
greater than would have been followed had it 
been built merely for commercial purposes. He 
further explained that, owing to grades and 
curvatures, the operating and maintenance ex- 
penses of this branch of the railway were much 
greater than the average of the rest of the 
system, and, still further, that winter condi- 


tions in the Maritime Provinces necessitated 
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2 special expenditure arising from snow and ice 

3 conditions -- and consequent delays in traffic 

4 transit -- much in excess of what were experi- 

5 enced in other parts of the system. It is true 
6 that the operation of the Atlantic Division has 
: shown an operating deficit in recent years in 

8 spite of the higher rate structure (including 

9 general war increases) that has been imposed on 
10 it since 1912. But there are many consideration 
11 to be taken into account in considering that 

12 deficit. For our present purpose, it is more 

13 material to notice that the President of the 

14 Canadian National Railways admitted in evidence, 
15 that in administering the Atlantic Division (the 
16 greater portion of which is the old Intercolonia 
17 system), no account is being taken in the rate 
18 structure of today of the special considerations 
19 which attach to it as revealed in the pledges 

20 and pronouncements already referred to, We feel 
21 that the increase arising from the changes that 
22 have taken place in freight rates since 1912 -- 
23 over and above the general increase that has 

24 taken place in other parts of the National 

25 system--is as fair a measure as can be made of 
26 these special considerations, and accordingly 

27 should be transferred from the Maritimes to the 
28 Dominion so that the original intention may be 


29 observed. 
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We recommend, therefore, that an immediate 
reduction of 20 per cent (so that 192 will be- 
come approximately 155) be made on all rates 
charged on traffic which both originates and 
terminates at stations in the Atlantic Division 
of the Canadian National Railways (including 
export and import traffic, by sea, from and to 
that division), and that the same reduction be 
also applied to the Atlantic Division proportion 
of the through rates on all traffic which 
originates at stations in the Atlantic Division 
(excluding import traffic by sea), and is 


destined to points outside the Atlantic Division 


For this purpose, we cannot regard the 
Atlantic Division as ending at Riviere du Loup 
and Monk, which are its present western limits, 
The divisional points should, in our view, be 
Diamond Junction and Levis, Diamond Junction 
being the point at which the Transcontinental 
Railway meets the old Intercolonial Railway, 
and Levis the point to which, in 1879, the 


Intercolonial Railway was extended, 


It might be contended that a flat rate 
reduction of the amount we name, and in the 
manner we name, is open to the objection, that 
4t does not restore the pre-1912 relativity of 
rates within the Provinces themselves, and that 


it is not an accurate assessment of the charges 
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| 

2 that arise from the considerations in mind, 

3 We do not believe -- and the Canadian National 
4 Railways have informed us that they also do not 
5 believe -- that any more accurate or equitable 

6 result could be obtained by minute and scientifi 
7 investigation, which would, in any event, take 

8 an indefinite time to conduct. The situation is 
9 one that can only be dealt with in a broad 

10 spirit, and one that for the economic welfare 

11 of the Maritime must be met without delay. The 
12 course we suggest has the effect of giving im- 
13 mediate relief in a manner that is equitable as 
14 well as broad. The cost of this relief should 
15 be definitely borne by the Dominion Government, 
16 who will make the necessary reimbursement to the 
17 Canadian National Railways through the medium 

18 of the Canadian National Railway Budget, without 
19 impairing the financial results of the operation 
20 of the system, We are not overlooking that the 
1 other great railway system operating in the 

22 area would be entitled to equitable considera- 
23 tion if they find themselves prejudiced as a 

24 result of the reduction proposed. 

25 We think that this broad measuring, once 

26 and for all, of these considerations has such 

27 decided advantages that it should not be quali- 
28 fied or delayed by minor criticism. It separ- 
29 ates completely considerations of national 


public policy from considerations of railway 
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policy proper. It restores the original purpose 
of the Intercolonial Railway as interpreted by 
the freight structure prior to 1912, without 
withdrawing it from the consolidated system 

of National Railways, a step which we think 
would be retrograde, and, in the end, very un- 
satisfactory. The cost of the reduction is a 
matter that can be measured definitely and con- 
clusively for each financial period without any 
complication or confusion to the financial 
operations of the consolidated system -- a 
feature that, in our view, is almost as impor- 
tant as the avoidance of complication in the 


practical operations of the system," 


os Following the Commission's Report in 1926 
Parliament enacted the Maritime Freight Rates Act, imple- 
menting almost in full the Commission's recommendations 
respecting freight rates, Assented to on April 14, 1927, 
the Act became effective on July 1, 1927. A copy of the 


Act as currently in effect is contained in Appendix III. 


26, The preamble of the Act summarizes the main 
findings of the Duncan Commission and, because it was not 
incorporated in the Revised Statutes, is reproduced here 
in full so as to avoid any possible misunderstanding of 
the purpose and intent of the Act. 
"Whereas the Royal Commission on Maritime Claims 
by its report, dated September 23rd, 1926, has, in 


effect, advised that a balanced study of events and 
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2 pronouncements prior to Confederation, and at its 
3 consummation, and of the lower level of rates which 
4 prevailed on the Intercolonial system prior to 1912, 
5 has in its opinion, confirmed the representations 
6 Submitted to the Commission on behalf of the 
7 Maritime Provinces, namely, that the Intercolonial 
8 Railway, was designed, among other things, to give 
9 to Canada in times of national and imperial need, 
10 an outlet and inlet on the Atlantic Ocean, and to 
11 afford to Maritime merchants, traders and manu- 
12 facturers the larger market of the whole Canadian 
13 people instead of the restricted market of the 
14 Maritimes themselves, also that stategic considera- 
15 tions determined a longer route than was actually 
16 necessary, and therefore that to the extent that 
v7 commercial considerations were subordinated to 
18 national, imperial and strategic conditions, the 
19 cost of the railway should be borne by the Dominion, 
20 and not by the traffic which might pass over the 
21 line; And whereas the Commission has, in such re- 
22 port, made certain recommendations respecting trans- 
23 portation and freight rates, for the purpose of re- 
24 moving a burden imposed upon the trade and commerce 
25 of such Provinces since 1912, which, the Commission 
26 finds, in view of the pronouncements and obligations 
27 undertaken at Confederation, it was never intended 
28 such commerce should bear; And whereas it is ex- 
29 pedient that effect should be given to such recom- 


30 mendations, in so far as it is reasonably possible 
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so to do without disturbing unduly the general 
rate structure in Canada: Therefore His Majesty, 
by and with the advice and consent of the Senate 


and House of Commons of Canada, enacts as follows:" 


lt Me Certain important features and provisions of 

the Maritime Freight Rates Act are as follows: 
(1) The rates on the lines of the Canadian 
National Railways east of Levis and Diamond 
Junction, Quebec (the western terminus of the 
Intercolonial Railway) designated as "Eastern 
Lines" were to be reduced by approximately 
20 per cent, effective July 1, 1927. 
(2) A reduction of approximately 20 per cent was 
to be made in the "Eastern Lines" proportion 
of the through rates on traffic moving outward, 
all rail from "select territory" 
(Select territory may be defined for purposes 
of the Maritime Freight Rates Act today as that 
territory covered by the lines of railway loca- 
ted in Canada East of Levis, Diamond Junction 
and Boundary, P.Q., and South of the St, 
Lawrence River). 
to points outside "select territory". 
(3) A reduction of approximately 20 per cent 
was to be made from points in "select territory" 
to ocean ports in that territory. 
(4) The reductions were not to apply on the 


following traffic movements: 
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2 (a) traffic to or from the United States, 
3 (b) eastbound traffic originating west of 
4 Levis and Diamond Junction, 

5 (c) import traffic from overseas points. 


6 (d) passenger or express movements, 


28. Other important provisions of the Act are those 
contained in Section 6 and 7. The former stipulates that 
the reduced rates are to be considered statutory rates and 
as such "not based on any principle of fair return to the 
railway for service rendered in the carriage of traffic". 
Section 7 states that the purpose of the Act is to give 
"certain statutory advantages" in rates to persons and 
industries in "select territory". This section further 
directs that the Board shall neither approve nor allow 

any rates which might destroy or prejudicially affect such 
advantages in favour of persons or industries outside 


"select territory". 


20 || 29- Finally, Section 3 of the Act affirmed that the 
21 rates reduced in conformity with the Act were to be 

92|| maintained at the level of 20 per cent below the rates 

93|| prior to July 1, 1927, so long as the cost of railway 

94| Operation in Canada remained unchanged. In other words, 
95|| the Board could permit changes in the rates in relation 

26 || to changes in the rates in relation to changes in the 
27||cost of railway operations, This Section similarly pro- 
9g | vided for increases or decreases in the rates in line with 
29| new industrial or traffic conditions, always, however, in 


30 | conformity with the intent of the Act -- maintenance of the 
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statutory advantages for persons and industries in "select 


territory", 


30, When Newfoundland joined Confederation in 1949, 
the area of "select territory" was enlarged and traffic 
movements within, to and from Newfoundland, in so far as 
they qualified as "preferred movements", were accorded 


the statutory benefits of the Maritime Freight Rates Act, 


31. The year 1927 “ae also noteworthy in another 
respect as it marked the approximate year of birth of the 
intercity trucking industry. Though for the most part 

it was small scale and narrowly confined, by the early 
'30's the industry had caused considerable concern to 

the railways as evidenced by the introduction of a number 
of competitive rates in Central Canada to meet the come 


petition and to arrest further attrition of railway traffi 


32. Maritime interests viewed this actian on the 
part of the railways with alarm, seeing in it a potential 
threat to their competitive position in the central 
markets, Alleging that the reduced rates in question were 
contrary to Section 8 (now Section 7) of the Act (the 
Board shall neither approve nor allow any tariffs of tolls 
which might destroy or prejudicially affect the statutory 
advantages), a test case involving potatoes was brought 
before the Board of Transport Commissioners and eventually 
appealed to the Supreme Court of Canada, 

(Maritime Board of Trade v. C.N.R., 44 C.R.C. 289; and 
Provinee of Nova Scotia et al. v. C.N.R. et al., 46 C.R.C. 
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bbe Two important decisions resulted from this 
case, The allegation on the part of the Maritimes that 
the rates protested were contrary to the Act was vindica- 
ted "if such tariffs prejudicially affect" the statutory 
advantages; on the other hand, the Board stated that 
competitive rates were discretionary with the railways 
and that it had no power to adjust or revise the 
statutory rates to reflect rate reductions made outside 
"select territory". Of greater significance, however, 
was the further observation of the Board that neifher 
harm nor prejudice to any person or industry in "select 
territory" had, in fact, been proved and that cancellation 
of the rates would only serve to divert the traffic to 
the trucks. This brought to light a serious shortcoming 
in the Act, namely, that the new conditions of competi- 
tion in transportation had rendered the Act partially ob- 
solete in terms of the original purpose and intent of the 
Intercolonial Railway and that its value as a protector 
of the statutory advantages for the Maritimes had been 
lessened, The crux of the matter was succinctly stated 
by Dr. A.W. Currie: 

"The Act which had been framed to increase the 
competitive power in Central Canada of Maritime 
industry failed in its purpose because of the rise 
of a new transportation agency." 

(A.W. Currie: "Freight Rates and Regionalism", The 


Canadian Journal of Economics and Political Science 


1949, 14,4,433) 
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34, From the passage of the Act in 1927 to the end 
of World War II, there were no general increases in 
freight rates, Immediately following the war, however, 
with the removal of price and wage controls, the railways, 
caught up in the inflationary spiral of increased labour 
and material costs, applied to the Board of Transport 
Commissioners for a general increase in freight rates of 
30 per cent. Over the vigorous protests of the seven 
provinces which opposed the application, in April, 1948, 
the Board authorized a general increase of 21 per cent, 
marking the first such general increase in over a quarter 


of a century. 


aps All the provinces, with the exception of Ontario 
and Quebec, objected both as to the amount of the increase 
and the way in which it had been applied, As a result, 
Order-in-Council P.C. 6033, dated December 29, 1948, 
directed the appointment of a Royal Commission on Trans- 
portation to: 
"Review and report upon the effect, if any, 

of economic, geographic or other disadvantages 

under which certain sections of Canada find them- 

selves in relation to the various transportation 

services therein, and recommend what measures 

should be initiated in order that the national 

transporation policy may best serve the general 


economic well-being of all Canada." 


36, After extensive hearings, the Commission 


brought down its Report in February, 1951. With respect 
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2| to the general area of its investigation, the Commission 


3|| reported: 


4 "All these provinces ask for lower freight rates 
5 although they suggest different methods of approach 
6 to this objective ... 
7 

Whatever the method of approach may be, however, 
: it is in each case an ee Fe by shippers and con- 
3 Signees to secure relief from the disadvantages at- 
# tributed to increases in rates by the horizontal 
» percentage method, and at the same time to retain 
” any existing advantages in rates which they now 
4 enjoy. The Maritime Provinces wish to retain the 
= advantages of the Maritime Freight Rates Act and 
3 the Prairie Provinces wish to retain the Crowsnest 
ie Pass Rates on grain and flour. British Columbia 
asks for continuance of the transcontinental 
a8 rates." (pp. 45-46) 
19 
20|| 37. Concerning the transportation difficulties of 
21 the Atlantic Provinces the Commission observed: 
22 "At Confederation they were promised access to the 
23 Central Canadian Market. Today, in view of the 
24 deterioration in foreign trade, particularly be- 
25 cause of monetary and commercial restrictions, 
26 access to the Central Canadian market has become 
27 more important than ever, Isolation of the 
28 Maritimes from the Central Canadian area as a re- 
29 sult of distance and increased freight charges is 


’ one of the central themes put forward in their case" 
(p. 27) 
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38. And quoting a witness for the Transportation 

Commission of the Maritime Board of Trade: 
"The general tenor of the evidence of the Maritime 
approach ,.. is that the changes which have taken 
place since the Maritime Freight Rates Act became 
effective in 1927 are having the effect of enhancing 
the difficulty of Maritime producers in reaching the 
highly competitive markets of Central Canada in 
competition with industries located closer to the 


markets." (p.27) 


39. The changes referred to were principally two 

in number; (1) the adverse effects of the growth of 
truck competition on the competitive position of Maritime 
industry in the central markets, and (2) the horizontal 


method of applying post-war freight rate increases, 


HO, With respect to the growth of truck competition 
in the Central markets, the position taken by the 
Maritimes was essentially the same as that argued in the 
Potato Case, namely that competitive rate reductions tend 
to destroy the benefits intended by the Act for Maritime 
industries in the Central markets by disrupting establishe 
rate relationships. Accordingly, the following amendment 
to Section 7 (then Section 8) was suggested to update the 
Acts 
(Quoted in Report of the Royal Commission on Transporta- 
tion, 1951, p. 231) 

"The purpose of this Act is to give certain statutory 


advantages in rates to persons and industries in the 
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1 
2 three provinces of New Brunswick, Nova Scotia, 
3 and Prince Edward Island, and in addition upon 
4 the lines in the Province of Quebec mentioned in 
5 Section 2, together hereinafter called "select 
6 territory", and the Board is authorized and directed 
7 to adjust or vary tolls or rates subject to the Act 
8 from time to time as, may, in the opinion of the 
9 Board, be necessary to maintain the said statutory 
10 advantages in rates when there have been reductions 
11 in tolls or rates elsewhere than in such "select 
12 territory." (Revision underlined) 
13 
Al, The Commission denied the requested revision, 

reasoning that: 
3 "(1) It would ensure to the Maritimes all the com- 
P petitive rates regardless of whether or not 
P there was competition for the railways in select 
. territory, and would thus confer an additional 
P advantage to persons and industries not intended 
20 

by the Act, and 
‘ (2) it would be contrary to the rate-making principle 
x that competitive rates are in the discretion of 
# the railways and are put in force to preserve 
* at least some of the traffic to the railways." 
25 

(p. 234) 
26 


2742. While there can be no quarrel with the fact that the 
28 || suggested revision would confer an additional advantage 
29|on the Maritimes, the statement by the Commission "not in- 


0 ||tended by the Act" is open to question. In the first 
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place the Preamble of the Act quoted above states that 
the recommendations of the Duncan Commission regarding 
freight rates were based on the promises made at Con- 
federation with respect to the construction and operation 
of the Intercolonial Railway; the ‘intent! of the Act, 
therefore, is explicitly clear: "to afford the Maritime 
merchants, traders and manufacturers the larger market 


of the whole Canadian people", 


43, In the second place, the Supreme Court judgment in 
the Potato Case confirmed the view that competitive rate 
reductions in Central Canada violated the Act if harm 
or prejudice were proved to any person or industry in 
"select territory", the inference being that if proved, 
such rates would be disallowed in order to protect the 


statutory advantages ‘intended’ by the Act, 


44, The commission seemingly did not appreciate the 
fact that, as so aptly stated by Dr, Currie, the Act 
"failed in its purpose because of the rise of a new 
transportation agency". This was, and still is, the 
erux of the problem, The whole question of competion 
in transportation will be discussed in the following 
chapter, Before leaving this particular matter however, 
it is interesting to note how the Commission dealt with 


a somewhat similar situation in Western Canada, 


4S. The Province of Alberta complained to the Commission 
of an anomaly involving certain rates from Eastern Canada 


to Alberta and other ‘intermediate points! which were 
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2| higher than rates on similar goods moving to points on 

3] the Pacific coast. The rates in question were, of 

4| course, transcontinental rates established by the rail- 

5|| ways to meet competition from water carriers as well as 
6| from American railways on the Coast. Alberta's complaint 
7|| was based on the ‘reasonableness! of the rates to inter- 
g| mediate territory in comparison with the rates to the 

g| coast, alleging that the spread between the two was so 


10| great as to constitute unjust discrimination. 


46, The Commission received the complaint as 
12 
follows: 
13 
"As long as the competition exists, the railways 
14 
should be permitted to meet it. But when meeting 
15 
the competition creates anomalies of the character 
16 
indicated above ... it is desirable that a solution 
17 
be found which will enable the railways to meet the 
18 
competition and at the same time eliminate, at 
19 
least to a substantial degree, the anomalies 
20 
created." (p. 100) 
21 


92 47. The commission, therefore, recommended: 


23 "The influence of any transcontinental rate from 

24 the East to the British Columbia Coast should be 

25 carried back in the rates to the intermediate 

26 provinces ... on a basis not more than one-third 

27 greater than the transcontinental rate to the sea 
28 coast." (p. 100) 

29 


48 , Apart entirely from the formula suggested, the 
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competition, though not in Alberta, was having an ad- 
verse effect on Alberta, but in justifying its recom- 
mendation on the basis that “it recognizes the influence 
on Alberta of Intercoastal competition", actually ‘carried 
back! the benefits of competition to an area where it was 


non-existent. 


49, It thus appears that the Commission acted inde- 
pendently in dealing with what it is difficult to re- 
cognize as anything but similar problems involving the 
effects of competition on an area where it was lacking, 
recognizing its beneficial effects in the case of Alberta 
while denying them to the Maritimes. While there are 
differences in the two cases, the principle is surely 


identical, 


20; With respect to the other main suggestion put 
forward by the Maritimes to the effect that changes were 
necessary in the Railway Act to allow the Board of 
Transport Commissioners greater freedom and scope in 
dealing with the effects of horizontal freight rate in- 
creases on regions like the Maritimes, the Commission 
disagreed. It held that the Board already possessed 
sufficient power under the Act to deal with the problem, 
but that due to the nature of postwar rate increases 
sought by the railways, coupled with the lack of statis- 
tical data to enable the Board to deal with them effec- 


tively, it had been precluded from utilizing them. 
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opt a Although the Commission did place the full 
responsibility on the railways of mitigating the effects 
of horizontal increases, adding that "it ought to be the 
duty of the Board to see that they do so", in the light 

of experience since that time it does not appear that the 
railways have been disposed to accept their responsibility 
in this matter. The reason for this, of course, is that 
rate increases are predicated on the basis of the revenue 
needs of the railways. The problem, if anything, has in- 
creased since the time of the Turgeon Commission in- 
vestigation due to intensified competition in transporta- 
tion and the consequent inability of the railways to 

apply authorized increases to large segments of traffic. 
The railways have felt that they had simply no alternative 
but to secure as large a portion of their revenue needs 
wherever possible and by whatever means most suited to 


doing so. 
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CHAPTER II 


THE MARITIME FREIGHT RATES ACT TODAY 


Se. The commercial purpose bearing on the construc- 
tion and operation of the Intercolonial Railway was to 
afford Maritime industry access to the whole Canadian 
market, to paraphrase the Duncan Commission, In further- 
ance of this purpose a policy of similar but lower rates 
was adopted for traffic movements over the Intercolonial 
Railway, a policy accorded statutory recognition in 1927, 


by the enactment of the Maritime Freight Rates Act, 


20% It follows, therefore, that any assessment of 
the Maritime Freight Rates Act today must be concerned 
with the Act in relation to original government policy 
regarding rates on the Intercolonial on which it is based, 
i.e., the purpose of the Intercolonial Railway. The 
pertinent question to be discussed in this Chapter is, 
therefore: How effective is the Maritime Freight Rates 
Act today in following the purpose of the Intercolonial 


Railway? 


54, In the course of the hearings of the Turgeon 
Commission the Maritimes stated that certain developments 
in transportation were tending to whittle away the benefit 
intended by the Act and that changes were necessary to 
restore the original purpose of the Act, One of the 
changes suggested has already been thoroughly dealt with; 
the other principal suggestion was that the percentage 
reduction from the normal tolls allowed under the Act 


should be increased or, what amounts to the same thing, 
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that the distance for which the deductions apply should 


be extended westwards. 


See The Commission apparently did not consider the 
latter suggestion well-founded as it considered the basic 
purpose of the reduction prescribed by the Act to be as 
follows: 
"The object of the calculation which led to the 
adoption of the 20% reduction in rates was to 
restore the advantages of the rates, lower than 
those in force in the other parts of Canada, 


which the Maritimes had enjoyed prior to 1912." 
(p. 234) 


"A change in the 20% reduction would be an un- 
wise departure from the theory employed by the 
Duncan Commission in arriving at the remedy it 


proposed." (p. 234) 


56. The Commission, in short, refused to consider 

either of the suggested changes in the Act, reasoning as 

follows: 
"The Act was designed to meet a peculiar set 
of circumstances and should in the language of 
the Duncan Report be regarded as a broad 
measure “once and for all" to fulfill the pre- 
Confederation promises, and it has performed 
and continues to perform the functions for 
which it was designed, Only under the most im- 
perative conditions should it be extended or 


altered." (p. 236) 
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Fis From these findings of the Commission it is 
difficult to avoid the conclusion that the Commission 
either failed to appreciate the real purpose of the Act 
or, alternatively, that it overlooked completely the 
findings on which the recommendations of the Duncan 
Commission were based which directly resulted in the 
passage of the Act in 1927. Thus the Commission states, 
and correctly, that the object of the 20% reduction "was 
to restore the advantages of the rates ... which the Mari- 
times had enjoyed prior to 1912" but goes no further in 
rejecting the request. Similarly, it considers a departure 
from the 20% reduction "unwise", basing its opinion on the 
calculation used by the Duncan Commission in arriving at 
such a figure, which, again, is only incidental to why the 


Duncan Commission proposed a reduction at all. 


58. And finally, the last statement of the Commission 
regarding the design of the Act appears to support the 
contention that the Commissioners failed to appreciate the 
real purpose of the Act. The "peculiar set of circumstances” 
referred to was obviously the ‘levelling-up' of intercol- 
onial rates after 1912, since the main feature of the Act 

is the reduction in rates which it prescribes. Thus it 

would appear that the Commission, in stating that the Act 
"has performed and continues to perform the functions for 
which it was designed", was referring specifically to the 


percentage reduction as such rather than the reason why a 


reduction was considered necessary in the first place, 


59. The foregoing is not intended in any way to re- 
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flect upon the judgment of the Turgeon Commission in re- 
fusing to recommend any of the suggested changes in the | 
Act but merely to point out that its reasons for doing so 
would appear to be based on the fact that it interpreted 
the purpose of the Act to be the actual percentage reduc- 
tion resulting from the theory employed by the Duncan 
Commission rather than the reason why the Duncan Commissio 
proposed a reduction at all, i.e., the real purpose of the 
Act which was to restore the purpose of the Intercolonial 


Railway. 


60, Up to the time of the Turgeon Commission Report 
in 1951, there had been four general increases in freight 
rates: an increase of 21% in 1948; a further increase of 
8% in 1949; an increase changing this to 16% in 1950; and 
a further increase of 4% changing this to 20% in 1950. 
Cumulatively these increases represented a rise of approx- 
imately 45% over the level of rates in effect prior to 


April 8, 1948. 


61. Following the Commission's Report, the trend of 
freight rate increases continued until, by 1956, the 
cumulative increase over April 7, 1948, aggregated approx- 
imately 98 per cent. It follows therefore, that to the 
extent that the Commission failed to recommend anything 

in the way of mitigating the effects of these increases on 
the Atlantic Provinces, the constant 'whittling away' of 
the benefits of the Maritime Freight Rates Act continued 
unchanged, worsening the competitive position of Maritime 


industry in the Central markets, 
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2| 62. This constant attrition of the benefits of the 
3| Maritime Freight Rates Act was the subject of a special 
4| submission by the Maritimes Transportation Commission to 


5| the Royal Commission on Canada's Economic Prospects in 


6| 1956. ; 
¥ 

63. The Preliminary Report of the Commission, issued 
8 


in December 1956, dealt quite thoroughly with the transport- 
ation problems of the Atlantic Provinces noting that "the 


transportation facilities of the Atlantic Region are in 


11 
need of improvement", Of greater significance, however, 
12 
was the suggestion, confirmed in the Final Report of the 
13 


Commission, that the whole question of transportation in 
the Atlantic Provinces should be examined carefully, in- 
cluding a “re-examination of the present effects of the 
Maritime Freight Rates Act", 

(Royal Commission on Canada's Economic Prospects: Final 


Report (1957), p. 408; Preliminary Report (1956), p. 101) 


20 || 64. The Government acted almost immediately upon the 
91|| Commission's suggestions when, on March 14, 1957, the 
92|| Minister of Finance announced in the course of the Budget 


93|| address: 


24 "One of the matters discussed in the Gordon 

25 Report is the handicap which the Atlantic 

26 Provinces have to contend with due to difficul- 
27 ties of transportation, and to post-war in- 

28 creases in railway freight rates. A good deal 
29 has been done in recent years in an effort to 


30 offset the higher costs of marketing the products 
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of the Atlantic region caused by the long dis- 
tances between the region and its markets in 
other parts of Canada, and to improve the means 
of communication within the region itself, For 
example, we have wit’ more in freight subvention 
so as to facilitate a greater movement of 
Maritime coal to Central Canada, and to enable 
Maritime agriculture to obtain cheaper supplies 
of Western feed grains. We have also spent sub- 
stantial amounts for the improvement of shipping 
services and to meet the deficits incurred in 
coastal shipping. 

In thé view of the government we should now 
undertake a fresh and comprehensive examination 
of the entire transportation situation of the 
Atlantic Provinces in order to determine what 
changes could contribute towards the economic 
welfare of the region. Among other questions, 
we should consider how best to supplement or 
improve some of the pregent means of transport 
in order to improve the transporation system 
generally. In this way it might be possible for 
the Atlantic region to get more value from the 
present level of federal expenditures in this 
field and from any increased funds that might 
become available ... 

In the meantime there is one matter on which 
it is possible to act immediately, I refer to 


the spectal difficulties of the Atlantic 
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D Provinces caused by the various horizontal in- 
3 creases in railway freight rates over the last 
4 decade. These increases have fallen rather more 
5 heavily on the traffic moving from the Atlantic 
6 region to Central Canada than on rail movements 
7 within the Central Provinces. As a consequence 
8 the competitive position of Maritime products 

9 in the Montreal area and points west has been 

10 adversely affected, 

11 A study of the average increase in freight 

12 rates since 1947 on this traffic, as compared 

13 with the increase in the rest of Canada, shows 
14 that an increase in the subvention paid under 

15 the Maritime Freight Rates Act is justified. 

16 That is, an increase in the subvention from its 
7 present 20 per cent level to a level of 30 per 
18 cent in the case of outbound traffic will res- 
19 tore these rates to the position they occupied 
20 in relation to other Canadian rates at the end 
a1 of World War II. 

22 It is proposed therefore to provide for this 
3 increased rate of subvention. The additional 

24 actual cost to the treasury will be about $2 

95 million. Of course, a change of this kind will 
%6 only go part way towards meeting the transporta- 
7 tion problems of the Atlantic Provinces, Before 
28 making further proposals however we must first 
29 of all determine the most essential transporta- 


tion needs of the region in the light of develop- 
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ments over the past decade or more," 
(Debates of the House of Commons, March 14, 1957, Vol. 


100, No, 48, pp. 2219-2220) 


65. Though the Gordon Commission was not primarily 
concerned with transportation as such, it was nevertheless 
the first Royal Commission to recognize that the Maritime 


Freight Rates Act was failing in its purpose, 


66. The increase authorized in the percentage re- 
duction on outbound traffic of 50 per cent was intended 
"to restore these rates to the position they occupied in 
relation to other Canadian rates at the end of World War 
II". It does not appear to have accomplished this purpose 
because it had the effect only of offsetting by and large 
the general increase in freight rates of 11 percent 
granted earlier in the year. This is evident from 


Appendix V to this submission, 


oT. As noted by the Minister in the Budget Speech, 
the increase in the Maritime Freight Rates Act subsidy 
was intended to offset the effect of horizontal increases 
on the Atlantic Provinces. Horizontal increases, however, 
are only a part of the problem inasmuch as any study of 
the average increase in freight rate between the Maritimes 
and the rest of Canada must reflect not only the effect 

of horizontal increases but also the degree of competition 
on Atlantic Provinces traffic and that of the rest of 
Canada. This, of course, is a problem which is not only 


peculiar to the Maritimes, but to the whole country. The 
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growth of competition in transportation has brought about 
far-reaching changes, particularly as it has affected the 
freight rate structure and this, in turn, has affected 
regional economies like the Atlantic Provinces. A few 


words of explanation will make this clear. 


68. During the past twenty-five years, a virtual 
revolution has occurred in transportation in Canada. 
Whereas until relatively recently the railways were the 
dominant mode of transport, today their position in both 
the freight and passenger fields is being challenged by 


a number of new carriers, 


69. The most significant new carrier, both in terms 
of its rapid growth in such a short period of time, as 
well as its effects on the railways, has been the motor 
truck, Today intercity trucking ranks as a major competito 
of the railways, accounting in 1957 for 45.7 per cent of 
the total freight market in Canada, as measured in ton 
miles, compared to an estimated 38.7 per cent in 1942. 
During the same period railway ton miles declined from 
46.2 per cent of the total intercity traffic in 1942 to 
30.7 ess cent. 

(G.A. Gagdin: "Statistics and the Study of Road Transport" 


(September 1959), Table 6) 


710, It is interesting to note in passing that at the 
present time trucking operations are a growing part of the 
freight service offered by many railways, one of Canada's 


major railways being the largest truck operator in the 


country. This is a far cry indeed from the situation a 
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2|| few years ago when truck services were viewed as feeders 


3| to the railways. 


; ie? The significance of the growth of the intercity 
: trucking industry, however, so far as this submission is 

i concerned, lies not in the physical aspects of its growth 
j rather in the effect it has had on the freight rate 

j structure, 

9 

10|| 72. The origin of the early pricing structure of the 


11| railways was first described in Lardner's "Railway Economy' 
12) later modified by other transport economists, as 'maxima 
13|| being fixed by what the traffic would bear' and 'minima 
14] by the direct cost of movement', 

15| (D. Lardner: "Railway Economy, A Treatise on the New 

16| Art of Transport", (1850) 

17|| In terms of economic theory this is monopoly pricing 

18|| directed towards maximizing profits. In practice, such 
19| a pricing structure is reflected in high rates on goods 
20|| of high value, i.e., processed goods in which the cost of 
21|| transport is a smaller part of the final selling price, 
22 and rates on lower valued goods tending towards their 

23|| actual cost of transport. Hence, the 'value-of-service! 
24|| principle in railway pricing policy operating through 


25|| internal subsidization. 


26 

3% This pricing policy served well both the inter- 
27 

ests of the country at large and the railways by enabling 
28 


much of the country's low-valued production to move 


cheaply and conveniently, while at the same time meeting 


30 | 
| the financial requirements of the railways. Inasmuch, 


ut 


© oh \ Bi 


+ ie 


sxebee? Es bewolvy evew assivese Me 


gétoxedalt eid to ddwota ef to sorig94 2d 


et noteaindus all? as — o8 rorewodt * vi 


adet dsiytort off mo’ bed ead St Sodas a 


’ 


ed? Yo sutorste yutotaq ylies ote to ataizo ext ay ea 
ry Pe a as 


‘qmodtona Yawlish” a'xeobaisd at bed Lrsae6 sant? one bah er 
j ry -_ “pits 


ewtxan' es ,eteimonoss dxogensts vedo qd pert2b0H woaaks 
sutaim' bas tise Sliow oftTaus° oa? Jenw “¢ boxtt sited 
'ihedeven to taoo Josukb od? vl 

wo odd uo saticetY A. Yachood yawifen”’ endear . y 


(OSL) ."Saeqenent! to Sel 


——— 


aaioiwq yloqoaom 6i slut roses’ otmanose to eared HT 

. fiope .sotdvosuq al .as how optsiminem abiawot betoorth 
; i 

. Bhooy ao aster dati at bevostter et sumtomtts guxtolig & 

. 

2o Yeoo ofid dotdw st eboog beaseso%q , 26. /S0LRy figtht- < 


co 


~tiodd sbuswo? antbhied ehooy bsulgy sewel ao ester b 


,soattg saifilee [sati oft to 28, soilens s af Ix 


'esotvsoe-lo-sulav’ odd ,codel ~.dtodsaem To geoo Lay 
a ve 

Aguord? actttsveqa yolloq 2ntofeg yawiler wf elgte 

tottastbiadue Leer: 


- 
-ysent eft dio¢ flew davies vetiog gnteitg elit _ 


A 
giifdene qd aynwitet sfc bap soya anaes nei out 
oi 

‘eete 


evem oF cotjowbo iq bewlisv-Kok 


SEIN Gars ‘oaks op! te slinw ik ™ 
r ae 22 
ar 


_—— vw A = _ — 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 50 e 


however, as such a pricing policy reflects a monopoly 
position, its effective functioning is equally dependent 
upon the maintenance of that monopoly position. Upon loss 
of or intrusion upon such a position a differential price 
structure, though not necessarily destroyed, is seriously 


undermined, 


74. For many years no circumstances of sufficient 
magnitude arose to challenge the railway's pricing 
structure, This, of course, was when the railways enjoyed 
a virtual monopoly of transportation in this country. 
Today the situation is changed; competition is pervasive 
throughout almost the entire field of transportation and 
to a large extent has eliminated the monopoly element 
which characterized this segment of the economy only a 


few short years ago. 


vos As noted earlier, the effects of truck com- 
petition first became evident during the early Thirties 
when the railways were forced to adjust their rates to 
meet the competition. The story since then is a 

familiar one. Inherently suited to transporting precisely 
the kind of traffic on which the railways relied for much 
of their revenue, trucks captured large segments of rail- 
way traffic simply by working under the ‘'umbrella' of the 
rate structure, either by undercutting rail rates or by 
meeting them and providing superior service. As the motor 
carrier industry developed and expanded, there was a sub- 
stantial and continuing diversion of the high-rated traffic 


from the railways with a concomitant debilitating effect 
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2) on railway revenues, 


3 

ro. In practice this has meant that with more and 
4 

more of the higher rated traffic moving by truck, the 
5 

railways were left to handle a composite in which this 
6 


higher-rated traffic represents a constantly decreasing 
proportion of the total. While in absolute terms the 
railways continue to increase their freight ton miles, 

more and more of them are made up of lower valued traffic 
which the trucks either are not interested in carrying or 
which they are not suited to handle. In short, the 

railways are carrying more iron ore, but less finished steel 
more grain but fewer cereals; more tin cans but fewer 


canned goods. 


igi ({. The significance of this development lies not in 
17|| the fact that the trucking industry has grown largely at 
1g8|| the expense of the railways, nor even perhaps that traffic 
19|| is now tending to move more in line with the type of 

20|| transport best suited to its carriage; rather the true 

21|| Significance of this concerns the way in which it has 

92|| affected the rate structure and how this in turn has 

93| affected outlying regional economies like the Atlantic 


24|| provinces. 


25 

78. As stated by Dr. H.F. Angus, a member of the 
26 

Royal Commission in 1951, in a special addendum to its 
27 

Report: 
28 , 

"at the present time a substantial change is 

29 


taking place in the Canadian rate structure. 


, 


“ 2 


£e aN a 
f a Jaf i. 
De “ae Pet. 

"than ca 

bas siom diiw tadi Jasem sail are ee nt if 


) od op aa 
oft Hous? yW anlvom olT Ist bedet: ; 
oe 


afr? dotdw af etisegaos s sfbdad of ‘fet s 
aittesetioed yisaasanos © siissexget adtena 


eit ested etufordg at siity Letot acid Yo 6 


s 
| ,seilm aod sdylext aiens sasgeuditt oF veiliiaiaa 
| | ofttend bewlsv rsWel ‘to ges ebaa ove matt ‘20 stom ba 
| =o polewess mt bedsetegat Jon sais cendio eslega od? 4 
| ei? ,Jiofe aI .olbasd of hesive gon, via cedirdpiaal 
init botiaiait? easel sud ,sto cowl oiom BityTIRO ote wid 
“~owat Dud wan aty stom ,alseiso Tewst died ater 
| .&boog ber 


. 
7 ges : 
mt tod sekl tnemqofeveb atdd to esonsottingla edt A 
- or 


de ylonwel awots sed yrveobut gainioutd edt Jat Joa? on 
oftiasd tad? aqeriseq asve ion ,eyawtiet oc?) Io saneqze 


to egyd sid déiw eanktt at stom svom o? gatbaad wor 


t 
P 
ce 
4] 


At sodtss yoprivtso svi of bodtiwa deed) dno¢g 


acd ti dolinw ot yew edt aecrsodoo. shad to eoasettiogs 
' 


agen axus ai aids wot bas srudomswte otsi edd betoo?? 


oivasfiA arid exltl eatmeacosS fanelgex gaiyltue besos? 


ani? to sadrem s .SUSSA .¢.H .30 yd Bedgeve eA 


Soe 


Ae +n NG 


i? - 
| id 


esi ot muibttebbs duadtie B A : at motes 


ai sgfstio Iatingtdedua a amid snene3d | 


otudoptde eter ABEDeHeS sad at eoslq 
¥ ie . 


¢iae 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO ey . 


As in other countries, trucks ... have de- 
prived the railways of much of the revenues 
which they had previously derived from the 
carriage of commodities of relatively high 
value for relatively short distances. The 

loss of revenue had to be made good from traffic 
which is not vulnerable to truck competition and 
therefore, principally from the carriage of 
relatively low valued commodities for relatively 
long distances. In Canada, more perhaps than 
elsewhere, the result has been to impose a 
serious burden on the economies of outlying 


regions ..." (p. 287) 


io. This is perhaps nowhere more true than in the 
case of the Atlantic Provinces. Since the time of the 
Turgeon Commission Report there have been five additional 
general increases in freight rates with a further increase 
pending at the present time. As the following table shows 
the authorized cumulative increase since 1951 exceeds 

75 per cent, the overall increase since 1948, 157 per cent 

TABLE 2 


CUMULATIVE POST-WAR FREIGHT RATE INCREASE IN CANADA 


Percentage Date of Cum. Incr. Cum, Iner, 
Increase Authorized Increase Over 1948 Over 1951 
sea a =—age 
21% Apr. 8, 1948 21.00 
8% Interim Oct. 11, 1949 30.68 
16% Interim Mar. 23, 1950 40.36 
20% June 16, 1950 45.20 
12% Interim July 26, 1951 62.62 12.00 
17% Feb, 11, 1952 69.88 17.00 
9% Jan. 1, 1953 85.17 27.53 
1% Mar. 16, 1953 98.13 36.46 


7% Interim July 3, 1956 112.00 46.01 
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Percentage Date of Cum, Incr, Cum, Incr. 
Increase Authorized Increase Over 1948 Over 1951 

11% Jan, “1, 1957 119.92 51.47 

17% Dec, l, 1958 LT oe teen 
80, As noted by Dr. Angus, due to the changed nature 


of the freight rate structure, the railways have shifted 
to a regional pattern of cross-subsidization in the 

practical application of their pricing policy, a policy 
that has adversely affected regional economies like the 


Maritimes in a number of ways. 


81. In the first place, to the extent that com- 
petition in transportation is much greater today than 

it was even a few years ago, particularly in the central 
markets, the railways have been prevented from applying 
the full amount of the authorized increases to large 
portions of their traffic for fear of losing it to their 
competitors. Accordingly, in many instances they have 
been unable to apply any increases at all, and only 


partial increases on much of the remaining traffic. 


82. Conversely, their inability to earn as much 
revenue in highly competitive areas as formerly, due to 
competition, has been reflected in attempts to earn a great- 
er share in areas where competition is absent or at least, 
not as well developed. The Atlantic Provinces are such 


an area. 


83. In the second place not only have regions like 
the Maritimes been burdened with a greater incidence of 
post-war increases in freight rates, but the burden has 


been made that much more onerous taking into account (a) 


to 


onl ms / ~Toal .mud 
aes sevo Buel zevo 


Tu. Le Se ,CLL = : 
6. FT OF Ter ’ a 


avuden bexnade edt od osb ,euptd .60 qd cal ; 
"7 


bettica eved ayewltet od? ,sisdouide ster Jagt 


edt at aotvesbhbiadve-esots To misdtaqg 


yotfog s ,Yotfog gate ated? to ctasehhiae Eel 
wy 
stit stl asimoaoss (saglnes bedoetta ae 
7 : 2 - | 
.2y%ew to asdeut Bp at semtitt: 


-oo tadt toodxe add of ,ooniq Jatlt en? al 8 
«gcd ysbod vateota doum et nottetaeqeaetd at aotdizeq 


fevdinee adt at yftnivoté«sq .oRe eyeey welt s devs saw 2 ; 


naiylqge mort bevasvetq ceed syed eyawiler eld .eds 
esatal ot aoseetont beri ronttus edo. Yo tavoma [fut 
ttedt of 3i antteol to rs8l sot ofTiei? thedd 16. eqotdaag 


eved vodd esenetent (wee ar .yLantireaod .atotiseq 


-_ emma. 
_— 


yino bas .'is ts esesstont yas ¥lags of nto Rah, ae i 


,oltisit antateme: st to dow no BsepsezoRt fate 


i 
fomm as ais of ysilidsslt tten? .¢leaisvdaed 4 
ov sub .<fvourrot es ensts svittvegaeo uideld af 


-Jeo'tg 6 axes ot atqngide ak betosfisr weed sad .colsizeg 


. o™ — a 4 
_Jesel vs Yo deade ef aétitvegmoo Siew nets NE etaria * 


dove ota esontvosl sitasts\ eft .Seqoleveh (flow as %& 
a 


iy ; é | , 
* eed 
sali acotges avad ylac gon soatg ‘ieenge a aI me 
to senebioni revget5 8 AotW bons iasd ~ 3 em 


esti cebend elt tud .setax tigker at tew- 


a i iain 


« bet +i dee fb a ee 7 ' 


ANGUS, STONEHOUSE & Co. LTD. 4 
TORONTO, ONTARIO at. 


2 the traffic which has had to support the increases and 

3 (b) the horizontal or uniform method in which they have 

4 been applied. Appendix IV shows that most of the traffic 
5 within, to and from the Atlantic Provinces moves on non- 
competitive class and commodity rates, traffic in short, 
7 which is largely tied to rail movement and hence, has - 
been particularly hard hit by the series of post-war 


horizontal freight rate increases. 


10 84, So far as the Maritime Freight Rates Act is 
concerned, Appendix V strikingly points out the very 
serious erosion which has occurred in the advantages 
formerly enjoyed by Atlantic producers and manufacturers 
in the Central markets, advantages which, at best, 

have been substantially reduced, or at worst, lost 
completely or even become disadvantages. It is thus 
clear that not only has it been possible for Central 
Canadian traffic to escape from the full impact of post- 
war increases, but an important segment of this traffic 
has experienced no increase at all. To paraphrase the 
views of this Commission before the Royal Commission on 
Canada's Economic Prospects, it is difficult to avoid 
the conclusion that the advantages which the Atlantic 
Provinces were meant to have under the Maritime Freight 


Rates Act have been vitiated to an outstanding extent. 


85. A final consideration bearing on the changed 
nature of the freight rate structure concerns certain 


29 tinternal! changes which have resulted directly from the 


30 growth of competition in transportation. By internal 
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changes is meant attempts by the railways to adapt 
their pricing structure to the new conditions of com- 


petition. 


86. Principal among these internal changes has 

been the phenomenal growth of agreed charges made by the 
railways in recent years, especially since 1955 when, as 

a result of a change in the Transport Act, the railways 
were permitted to make freer use of agreed charges. 

Agreed Charges are simply lower-than-normal rates mutually 
agreed upon between a shipper,and the railways, the per- 
tinent conditions of the contract being the shipment by 
rail of a specified percentage of a shipper's total annual 
traffic volume in return for a favourable rate. While 
these rates are usually lower-than-normal rates, since 
they are designed to meet actual or potential competition, 
they are not necessarily, as is often alleged, "bargain- 


basement” rates, 


87. Agreed Charges, like competitive rates, are, 

of course, ready indicators of the existence of actual 

or potential competition for the traffic they cover, 

The growth of Agreed Charges in the more recent past may, 
therefore, be taken as clear evidence that competition is 
increasing. (It should be pointed out that a number of 


Agreed Charges have been issued to meet market rather than 


| carrier competition, e.g. the competition of imports with 


Canadian goods at the West Coast.) 


88. While Agreed Charges account for a lower per- 
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centage by revenue and tonnage of Atlantic Provinces 
traffic when compared to the traffic of other Regions 
(See appendix IV) there is no doubt that they have be- 
gun to play an important part in the movement of traffic 


of interest to the Maritime Rate Territory. 


89. The mere showing of the growth of Agreed Charges 
in terms of numbers, tonnages or revenue, does not, how- 
ever, indicate important qualitative differences which 
may exist in these Agreements, To the extent that such 
qualitative differences are present, they portray varia- 


tions in the intensity of competition. 


90, Like other contracts, Agreed Charges, in the 
final analysis, reflect the relative strengths of the 
contractual parties. It is obvious that a shipper of a 
volume of traffic of interest to the railways will obtain 
a better Agreed Charge, if he can show that alternate 
means of transport readily offer low rates and good 
service, Marginal competition, on the other hand, while 
it may still bring about an Agreed Charge, tends to 

weaken the shipper's ability to obtain the most favourable 


terms. 


91. Among the indicators of the "quality" or strengt 
of an Agreed Charge are (1) the level of the rates; (2) 
the percentage which the shipper pledges to move under 
the agreement; (3) the carload minimum weight; and (4) 


the degree of subjection of the rates to general rate 


increases which may be authorized by the Board. 
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92. It is the last of these which offers a particu- 
larly convenient way of gauging the strength of an 


Agreed Charge today. 


93. It is the natural desire of the railways to in- 
crease aS many rates as possible every time the Board 
authorizes a general advance in rates, Contractual rates, 
however, cannot be raised, unless the contract so provides. 
None of the early Agreements contained a provision which 
would have allowed the railways to subject them to 


general rate increases. 


O4, Effective with Agreed Charge No. 107 on 
October 13, 1955, the carriers made efforts to use the 
so-called "Escalator Clause" which, in its original form 
read as follows: "If any general increase in freight 
rates be ordered by the Board of Transport Commissioners 
for Canada, the Agreed Charge set out in paragraph 'D! 
of this agreement shall be increased in the same propor- 
tion and on the same effective date as the said general 


increase", 


95. This type of "Escalator Clause" appears not to 
have been too successful and relatively few Agreed Charges 
contained it. It has now been virtually replaced by the 
so-called "Deferred Escalator Clause" which appeared first 
in Agreed Charge No. 477 effective September 17, 1958: 

"If any general increase in freight rates be ordered by 
the Board of Transport Commissioners for Canada, the Agreed 


Charges set out in paragraph 'D' of this Agreement shall 
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be increased in the same proportion, except that no in- 


crease shall be made until the Agreement has been in 


effect for a period of one year." (Emphasis supplied) 


96, The "Deferred Escalator Clause" appears to 
have been accepted more readily by shippers than the 
original clause and the vast majority of Agreed Charges 
written now contain it. If, therefore, an Agreed Charge 
is concluded today which is not subject to the "Deferred 


Escalator Clause", it is an exception to the general rule. 


97. There is little doubt that the railways make 
such an exception only for compelling reasons and that 
the existence of this exception is ready evidence of the 
strength of the shipper's position during the negotiations 
leading to the signing of the Agreement. There can be no 
doubt that the shipper in such cases derives this 
strength from his and the railways' knowledge of the ex- 
istence of extremely strong and suitable alternate com- 
petition for the traffic. Conversely, the inclusion of 
an "Escalator Clause" can be taken to indicate a lesser 
strength of competitive forces, The presence or absence 
of "Escalator Clauses" in Agreed Charges can be used, 
therefore, as ready indicators of the quality or strength 


of competition for a given movement. 


98. With these considerations in mind, the 
Maritimes Transportation Commission examined all Agreed 
Charges which have become effective between September 17, 


1958, the effective date of Agreed Charge No. 477, and 
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2 Agreed Charge No. 1021 which became effective on July 

3| 32, 1960, This period includes the time during which 

4 the railways were seeking before the Board of Transport 

5 Commissioners a 19% increase and the 20 months following 
6 the granting of a 17% general increase in freight rates. 
7 The period under review, therefore, can be assumed to be 
gi one during which the carriers would have made the utmost 


9 effort to maximize their revenues, 


99. Between Agreed Charge No. 477, effective 
a September 17, 1958 and Agreed Charge No. 1021, effective 
‘a July 31, 1960, the railways published a total of 545 
oi Agreed Charges. A breakdown was made of these Agreements 
sid to show which apply on traffic from, to and within the 
15 


Atlantic Provinces and those applying on other Canadian 


traffic. <A further breakdown was then made to determine 


“a the number of Agreements not containing any "Escalator 
- Clause" in either or these two categories of movements. 
19 
20 100, The results of this investigation can be re- 
1 presented in tabular form as follows: 
Applicable to 
22 Canada, other 
Applicable to than Atlantic 
23 Atlantic Provinces* Provinces* 
Number of Agreed Charges 
24 Published 101 4A 
Number Without "“Escala- 
95|| tor Clause" 16 111 
Per Cent Without "Escal- 
96 || ator Clause" 15.8 25.0 
27| * From, To and Within the Atlantic Provinces 
28 
101. In the face of these figures the conclusion is 
29 


inescapable that Atlantic Provinces traffic, while it 


| may show an increase in the number of Agreed Charges which 
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apply to it, has considerably less competitive strength 
than traffic in other parts of Canada. A mere showing 

of the rising number of Agreed Charges or of the increase 
in the tonnages moving under them does not yield suffic- 
ient proof of the pervasiness of competition in the case 
of Atlantic Provinces traffic, It is apparent from the 
table set out above that, in the case even of Agreed 
Charges, Atlantic Provinces traffic escapes the impact of 
general rate increases to a considerably lesser degree 


than other Canadian traffic. 


102. Much the same situation prevails with regard 
to competitive rates. It is patent that the railways 
cannot impose a general rate increase authorized by the 
Board on rates which cover intensely competitive hauls, 
Were they to raise the rates on such hauls by the full 
amount of the increase, they would lose the traffic, In 
a number of cases, however, it is possible for the 
carriers to raise competitive rates by less than the full 
increase imposed on, for instance, class-rated traffic. 
In yet other cases, the railways find that they must 
actually decrease rates below the level of rates pre- 
vailing prior to the general rate advance in order to 


hold the traffic. 


103. What has been aptly described as "attrition" 
of traffic makes it impossible now for the carriers to 


realize the full mathematical yield of any given general 


ap) Fate inerease. During the hearings on the application 


0 | of the railways for a 19 per cent increase before the 
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2| Board of Transport Commissioners in October 1958, both 

3| Canadian Pacific and Canadian National stated that compet- 

4| itive traffic would be subject to an attrition factor of 

5] 50 per cent. In other words only 50 per cent of the 

6] mathematical yield from the requested 19 per cent rate 

7| advance would be realized from competitive rates. 

8 

' 104, In the words of Mr, C.D, Edsforth, then General 
Traffic Manager, now Vice-President, Traffic, Canadian 
Pacific Railway Company: "Growing improvement in roads 
particularly in Western Canada and in the Maritimes is 
extending the scope of truck competition, This fact, 
together with the general economic climate at present, 
and as it is anticipated for 1959, is the basis for an 
attrition factor of 50% in competitive traffic ..." 
(Board of Transport Commissioners for Canada: Verbatim 
Report, 19% Interim Increase in Freight Rates, Volume 


1029 (October 7, 1958) p. 8287). 


20/105. In order to check whether, indeed, competitive 
21| rates on traffic of interest to the Atlantic Provinces 

22| were able to resist the imposition of general rate increas 
23) as effectively as competitive rates elsewhere in Canada, 
24|| the Maritimes Transportation Commission undertook a study 
25| of competitive rate adjustments immediately following 

26|| the 17 per cent general rate increase which became effec- 
27|| tive on December 1, 1958. 


28 | 
_ It was felt that such a study would show to what 
29 


extent, if any, there were "qualitative" differences be- 


Zs 


) | tween competitive rates in Canada. Thus, an indication 
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% 
would be obtained of the strength of competition to the 


railways in the various regions of the country. 


LOT]. Although it was realized from the beginning 

that no such study could, with the data available to 

the Maritimes Transportation Commission, yield precisely 
measurable results, it was felt, nevertheless, that these 
results would give at least a rough measure of differences 


in the strength of competition. 


108. The technique used was a detailed analysis of 
competitive rate adjustments on hand of the three 
Canadian National Railways tariffs containing competitive 
rates on various commodities in Canada. 

(Because of the work involved, comparable C.P.R. tariffs 
were not analyzed. It may be confidently stated, however, 
that the results would have been similar for the traffic 
covered by these tariffs.) 

(a) C.N. Rys. No. W. 950 (C.T.C. No. W. 2303) applying 
between stations in the Western Region; 

(Western, Eastern and Maritime Regions are as defined in 
the Waybill Analysis, 1958, issued by the Board of 


Transport Commissioners. ) 


109. A careful record was kept of every adjustment 

in the competitive rates contained in the above tariffs 
which was made during the 12 months following the im- 
position of the 17 per cent general rate increase on 
December 1, 1958. The results of this study are contained 


in Appendices VI to VIII to this submission. 
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2 110. Appendix VI sets out those competitive rates 
3 which on November 30, 1959, were less than 17 per cent 


4 higher than the rates in effect on November 30, 1958. 


BL Appendix VII shows those competitive rates which 
s on November 30, 1959, were the same as the rates in effect 
: on November 30, 1958. 

8 

9 112. Appendix VIII lists those competitive rates whic 


10 on November 30, 1959, were lower than the rates in 


effect on November 30, 1958, 


11 

i aie Each of these three appendices contains separate 
” parts which show the pertinent information for movements 
” within or between the several rate territories across 

» Canada. These parts are as follows: 

16 

17 Part Az: Maritime to Maritime 

18 Part Bs Maritime to Eastern 

19 Part Cs: Eastern to Maritime 

20 Part Ds: Eastern to Eastern 

21 Part Es Western to Western 

= 114; Appendices VI to VIII are, in the respectful 

- submission of the Maritimes Transportation Commission, a 
” most striking illustration of the great differences in the 
> strength of competition in the several regions of Canada. 
_ They show, perhaps for the first time, some rough mea- 

¥ surement of these differences and point the need for a 

7 most cautious approach to general statements regarding 

29 


the pervasiness of competition throughout all of Canada. 
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215: As will be readily seen from these Appendices, 
competitive rates on traffic of interest to the Atlantic 
Provinces were far less able to escape the last general 
freight rate increase than competitive rates elsewhere in 
Canada. The obvious conclusion can be drawn that compet- 
ition on traffic of ihterest to the Atlantic Provinces is 
much less intense for eae railways than for traffic moving 


in the rest of the country. 


116. | Although the use of Agreed Charges and competi- 
tive rates on Atlantic Provinces traffic has grown con- 
siderably in the post-war period, Appendices VI to VIII 
show clearly that the Atlantic Region has failed to get 
the benefits usually associated with such growth to the 


same extent as other regions of Canada. 


ey Reference has been made earlier to the "internal" 
changes which the railways have made as result of the 
growth of competition and which have changed the nature 

of the freight rate structure. While such changes are to 
be welcomed, since they indicate that the railways are 
seeking to adapt themselves to the new competitive environ- 
ment, they have had the effect of "chipping away" the 
benefits which the Maritime Freight Rates Act was meant 


to confer on the Atlantic Provinces, 


118. The foregoing has been an attempt to show how 
the growth of competition in transportation has affected 
the freight rate structure and how this, in turn, has 


affected outlying regional economies like that of the 
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Atlantic Provinces, 


£29, To sum up, the growth of competition has 

brought about far-reaching changes in transportation, 

the most serious of which has been the way in which it 

has undermined the system of charging differentially or 
the value-of-service principle in railway pricing reflect- 
ed ina shift of the incidence of post-war horizontal 
freight rate increases, thus creating serious transporta- 
tion problems in outlying economies like that of the 


Atlantic Region, 


i200 , It is difficult to escape the conclusion that 
the growth of competition has had the effect of thwarting, 
in the case of the Maritimes, the original design of a 
freight rate structure which was intended to unite the 


country into an integrated economic unit. 


Peis There is no implication that the value-of- 
service principle is obsolete but, in the face of the 

new conditions of competition in transportation it has 
become progressively less able to function effectively 

so as to ensure the railways sufficient revenues without at 


the same time working hardships on regional economies, 


lee. The same holds true insofar as the Maritime 
Freight Rates Act is concerned, In answer to the question 
posed at the beginning of this Chapter regarding the ef- 
fectiveness of the Act today in continuing the purpose of 
the Intercolonial Railway, to paraphrase the words of the 


Royal Commission on Maritime Claims, it appears that the 
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2) interests of the Maritime Provinces are no longer "fdir- 
3| ly well safeguarded, the freight rate structure being 

4] such as to take into account the requirements of their 

5| traffic". This is not to state that the Act has become 
6| obsolete, but that in the light of the new developments 
7|| in transportation, it has become more and more difficult 
g| for "Maritime merchants, traders and manufacturers" to 

9| compete in the "market of several millions of people" 

10| which they were meant to have rather than being restricted 
11| to the "small and scattered populations of the Maritimes 
12|| themselves". In short, the Act has become less and less 
13] able to fulfill the purpose of the Intercolonial Railway. 
14|| The mechanics of the Act are no longer able, in view of 
15|| the changes which have taken place in transportation, to 
16|| carry out adequately the purpose of the legislation. It 
17|| would thus appear that a new concept of the machinery of 
18|| the Act is necessary in line with the changed conditions 
19|| in transportation to ensure that the Act, regardless of 
20|| future developments in transportation, would continue to 
21|| function in the spirit and purpose it was originally in- 


22|| tended. 
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CHAPTER III 
REQUIREMENTS AND PROPOSALS FOR UP-DATING THE MARTIME 
FREIGHT RATES ACT 
eS « A valid revision of the Maritime Freight Rates 
Act must meet the following requirements: 

(1) It must be able to bridge the rate gap between 
Maritime and Central Canadian producers in the important 
market of Central Canada. 

(2) It must do this over time and must, therefore, 
contain a mechanism which will compensate for rate dis- 
tortions arising (a) from disparities in the intensity of 
carrier competition in the two territories and (b) from 
horizontal percentage rate increases. 

(3) It must not deprive Atlantic Provinces shippers 
of the opportunity of availing themselves of services and 
rates of carriers other than the railways. 

124 None of these requirements are met by the 

Maritime Freight Rates Act at the present time. 

hes. Appendix V contains a number of rail rate histories 
of several commodities moving from an Atlantic Provinces 
origin and from a Central Canadian origin to a common 

Central Canadian destination. It is evident from these 

rate histories that the Maritime Freight Rates Act has not 
been able to maintain the rate relationships between the 
Maritime producers and their Central Canadian competitors 

in the market of Central Canada. 


126. The following observations in respect of 


Appendix V will make this clear: 


A. STEEL BARS: The.January 1, 1928 differential of 5) 
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cents per ton in favour of the non-Maritime shipper 
for a 40,000 lbs. carload has increased to 600 cents 
aton. Or, the differntial of 30 cents a net ton in 
favour of the Maritime shipper if he were to load a 
60,000 lbs. carload has disappeared and been re- 
placed with a differential of 400 cents a net ton in 
favour of his Central Canadian competitor. 

ELECTRIC STOVES: The July 1, 1927 differential of 
20 cents per 100 lbs. in favour of the Maritime 
Shipper for a 30,000 lbs. carload has disappeared 
and been replaced with a 26 cents per 100 lbs. 
differential in favour of his Central Canadian com- 
petitor. 

WALL PLASTER: The July 1, 1927 differential of 11 
cents per 100 lbs. in favour of the non-Maritime 
shipper has increased to 23 cents per 100 lbs. 
BILLETS AND BLOOMS: While the July 1, 1927 differen- 
tial of 130 cents per gross ton in favour of the non- 
Maritime shipper has increased to 146 cents per gross 
ton during the period December 1, 1959 to April 15, 
1960, more significant is the differential of 441 
cents per gross in favour of the non-Maritime shipper 
which exists during the 7% months period April 15th 
to November 30th when a water competitive rail rate 
is in effect from Hamilton, Ont. It should also be 
noted that the carload minimum weight for the Maritime 
shipper has increased from 30 gross tons to over 60 


gross tons. 


CANNED APPLE PRODUCTS: The June 4, 1930 differential 
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of 16 cents per 100 lbs. in favour of the non- 
Maritime shipper for a 24,000 lbs. carload has in- 
creased to 353 cents per 100 lbs. for a 60,000 lbs. 
carload. In 1930 the rates from the Maritime origin 
and from the Central Canadian origin were Class 
rates, and despite the establishement of Agreed 
Charges from both origins the differential has in- 
creased by 122%. 

Fix CANNED MEAT PRODUCTS: Using the lowest rates 
available from both the Maritime and Central Can- 
adian origins, the April 16, 1930 differential of 
5 cents per 100 lbs. in favour of the Maritime 
Shipper has disappeared and been replaced with a 
412 cents per 100 lbs. differential in favour of 
his Central Canadian competitor. 

Gs CANNED VEGETABLES: Using the lowest rates available 
from both the Maritimes and Central Canadian origins, 
the June 4, 1930 differential of 103 cents per 100 
lbs. in favour of the non-Maritime shipper has in- 
creased to 51 cents per 100 lbs. 

Ley. It should be pointed out that this adverse 

widening of the rate difference has taken place despite 

an increase of 50% in the rate of subvention under the 

Maritime Freight Rates Act. 

128. Because the rate differences have widened, as 

Appendix V clearly shows, the Maritime Freight Rates Act 


as presently written is unable to meet the first re- 


quirement. 
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129. It follows that it does not meet the second 
requirement either, for if the Act had contained pro- 
vision for automatic adjustment, the rate differences in 
Appendix V would not have widened at least to the extent 
they have. 

LO. In respect of the third requirement, as the Act 
stands today subventions are paid only to the railways to 
reimburse them for the difference between the rates 
reduced under the Act and the rates which would apply in 
the absence of the Statute. In return for the subvention, 
the railways publish so-called "billed" rates in their 
tariffs and recover the difference between these "billed" 
rates and the "normal" rates from the Federal Treasury. 
Carriers by water or highway serving the Atlantic 
Provinces, in order to be competitive rate-wise on West- 
bound movements to other parts of Canada, must meet the 
reduced Maritime Freight Rates Act rates without a 
corresponding reimbursement from the Federal Government 
under the Act. 

vhs ae While, perhaps, this has not so far handicapped 
water and highway carriers too seriously, it undoubtedly 
has had some effect on their ability to compete with the 
railways. 

eee At the present rate of subvention under the 
Maritime Freight Rates Act, the disability of the water 
and motor carriers who do not share in the subsidy granted 


the railways is, perhaps, not too serious. The disability 


of the other carriers would, however, become more pro- 
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nounced with every increase in the subvention rate. There 
will be a point at which the subvention rate will be 


sufficiently high to eliminate all carriers competitive 


-with the railways. At that point, and perhaps even before 


it is reached, the railways could safely concel some, if 
not all, competitive rates and Agreed Charges and replace 
them with higher class or commodity rates. Likewise, 
weakened competition would allow the railways to apply 
even more freely the full amount of all general increases 
in rates which might be authorized by the Board of Trans- 
port Commissioners. In either or both of these events, 
the effect would be to widen the rate difference between 
the Atlantic Province producer and his Central Canadian 
competitor in the market of Central Canada. 

i 8 It follows then that, while the present Statute 
has not seriously deprived Maritime shippers of the 
opportunity of availing themselves of services and rates 
of carriers other than the railways, any revision of the 
Act increasing the subvention rate payable to the railways 
alone might very well seriously weaken or eliminate en- 
tirely the use of motor trucks and water carriers by 
Atlantic Provinces shippers. 

134. Ideally a revision of the Maritime Freight Rates 
Act would ensure each Atlantic Provinces producer the same 
rate on his product to Central Canada as the rate available 


to his Central Canadian competitor in that market. This 


Iformula is easy to state but extremely difficult to apply. 


It may be possible to administer it in cases where only 
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one origin point in each region is involved and where 
Shipments are made from each of these origin points to 
only one destination. Where, however, a multitude of 
origin and/or destination points are involved, it would 
require a constant and minute check of thousands of 
freight rates. To state the problem in this way means, 
indeed, to question whether a formula based on such a 
detailed approach can be applied to all industries in the 
Atlantic Provinces. 

B35, Proposals have been advanced that the Maritime 
Freight Rates Act should be revised by increasing the 
present subvention rate of 30% paid on the portion of the 
rate earned within "Select Territory" to 100% on out- 
bound westward all rail movements. Such a revision 
would, indeed, lower the transportation costs of Atlantic 
Provinces! shippers moving their products to markets in 
other parts of Canada. 

136. Nie are, however, a number of difficulties 
inherent in a mechanical extension of the present subsidy 
rate. 

a As pointed out earlier, an increase in the 
Subvention rate applicable on rail movements only would 
weaken and possibly eliminate all carriers competitive 
with the railways serving the Stlantic Provinces. This 
would mean that the region would be deprived of the 
benefits of competition. It would, undoubtedly, mean an 


increase in certain competitive and agreed charge rates 


paid the shipper and, concurrently an increase in the 
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amount of subsidy paid under the Act by the Government. 
138. A mechanical increase in the subsidy rate 
without provision for periodic review does not allow the 
flexibility which the ever-changing transportation 
Situation of today requires. 

139. By increasing the subsidy on the basis of the 
present Maritime Freight Rates Act formula, westbound 
rates from the Atlantic Provinces for a shorter distance 
would be higher than rates for a longer distance. The 
higher the subvention rate is on the present formula 

the more pronounced this cituation becomes. 

140. The following examples will illustrate the 
Situation if the present subsidy rate were increased 


to 1004: 


Lumber to Montreal,P.qQ. 


From: From: 
Orangedale,N.S. Edmundston,N.B. 


Rail Distance 859 Miles 356 Miles 
Present "Normal"Ratet 64¢ 4o¢ 
Present "Billed" Rate 49¢ 41¢ 
(30% Subsidy Level) 
Projected "Billed" Rate 14¢ a4¢ 
(Based on 100% Subsidy 
Level ) 


Brick and Tile to Montreal,P.Q. 


From: From: 
Lantz, N.S. Chipman,N.B. 
Rail Distance | : 740 Miles 528 Miles 
Present "Normal" Rate 65¢ 59¢ 


Present "Billed" Rage 

(30% Subsidy Level), 

exclusive of reduction 

under Freight Rates 

Reduction Act 50¢ 47¢ 
Projected "Billed" Rate 

(Based on 100% Subsidy 

Level ) 16¢ 20¢ 
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1 
Z "Normal" rates have been calculated on the basis of the 
formula set out by the Board of Transport Commissioners 
3 for Canad, (v. 37 CRC 354 at P. 362). 


; Dal. It can be seen from the baa asapdt ene that 
F the rates are higher for a shorter distance than for a 
4 longer distance. Neither the Lumber rates nor the Brick 
: rates in these examples are competitive rates, therefore, 
: the situation partrayed above would.be in violation of 
: Section 317 (5) of the Railway Act. 
: 142. Of course, it is realized that this violation 
‘ of the Railway Act might be overcome either by Statutory 
4 provision or by a further averaging and grouping of the 
i‘ rates. 
14 

143. As Chapter II points out, the Maritime Freight 
15 


Rates Act has become less and less effective because 
16 2 
(1) competitive rate reductions outside the Atlantic 


4 Provinces not matched on traffic outbound from these 

e Provinces and (2) the widening of the rate differentials 
- as a result of the post-war horizontal increases. [It is 
. significant to note that in the period 1912 to 1923 rate 
21 


differentials between Maritime shippers and their com- 
petitors widened because the originally lower Maritime 


rates were first brought up to the Eastern Canadian rate 


3 level and then Peed in consonance with it. Follow- 
2 ing the pace of the Statute, on the other hand, 

Ni Maritime rates were subject to the same authorized 

3 increases but failed extensively to qualify for the many 
; competitive rate reductions and hold-downs which were 

29 


given particularly to traffic moving in Central Canada. 
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2) 144. While the events, therefore, which have taken 
3 place since the Maritime Freight Rates Act was enacted 
S are the reverse of those of 1912 to 1923, the effect on 
5|| the Atlantic Provinces is the same. In the respectful 
6| submission of the Maritimes Transportation Commission, 
7 the situation confronting the Atlantic Provinces today 
8| is the same as they faced in the 1920's. That latter 

9] &tuation, in the words of the Duncan Dommission, was 

10/ “one that can only be dealt with in a broad spirit, and 
11]/ one that for the economic welfare of the Maritimes must 
12| be met without delay". 1 

13} 145, The Duncan Commission felt that it had dealt 
14/ with the situation "in a broad spirit" by recommending 
15|| a subsidy of 20 per cent on traffic moving within 

16 "select Territory" and on the "Select Territory" portion 
17| of the rate on traffic outbound from the Region. It 

18] had arrived at its recommendation as a result of a rate 
19/ jevel measurement based on data submitted by Canadian 
20] National Railways. The measurement was a broad one and 
21] did not involve "minute and scientific investigation, 

22| which would... take a indefinite time to conduct ".* 

23 The Commission was quite aware that the method it had 
24 followed and the recommendation it had made pursuant 

25| to that method was open to the critism that it was 


inaccurate. 


27| 1Report of Royal Commission on Maritime Claims, P.22 
Report of the Royal Commission on Maritime Claims, P.2l 


| id 146. The problem of accurately measuring rate levels 
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2 and rate level differences where a variety of movements 
3] are involved is, of course, a most difficult one. In 

4 its submission to the Royal Commission on Canada's 

5 Economic Prospects the Maritimes Transportation Commi- 
6/ ssion called for such a measurement. "The thought has 

7| emerged that the time has come for another 'broad 

8 measuring' of the type undertaken by the Royal Commission 
9 on Maritime Claims. That thought is based on the 

10/ recognition that the measurement of rate levels on hand 
11! of authorized general percentage increases is unreliable 
12/ because it fails to take into account the modifications 
13 of -—_ levels which are constantly being made due to 

14| carrier competitive pressures. What is required now is 
15 a clear assessment of the effective freight rate levels 
16 which exist in the various regions of Canada".? 

yy. It was with considerable disappointment that 
18] the atlantic Provinces noted from the Final Report of 

19/1 the Royal Commission on Canada's Economic Prospects that 
20|| that body found itself unable to undertake the detailed 
21 Study necessary to make positive proposals on this and 
22| other transportation problems of the Atlantic Region .* 
23 148. The Maritimes Transportation Commission felt, 
24 therefore, that it should bring to the Royal Commission 
25 on Transportation a suggestion as to how rate level 

26 measurements can be feasibly undertaken on the basis of 


27 lyaritimes Transportation Commission: Submission to the 
Royal Commission on Canada's Economic Prospects 


% (1956), P.41 
Royal Commission on Canada's Economic Prospects; 


Final Report (1957), P.408 
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data already in existence. Accordingly, a method has 
been devised which uses statistics readily available 
from the Waybill Analyses which are published annually 
by the Board of Transport Commissioners. These Waybill 
Analyses which have been published since 1949- (with the 
exception of 1950) currently contain a 1 per cent sample 
of all carload traffic handled by the major railways. 
149. The broad type of measuring used by the Duncan 
Commission might, therefore, be undertaken on the basis 
of the data provided by the Waybill Analyses which would 
afford a relatively simple method of measuring territoria 
rate differences at frequent intervals and without the 
necessity of obtaining ad hoc compilations. 

ESOS It is, of course, realized that no method 
based on deductions from a l per cent sample of traffic 
can claim the accuracy which could be achieved by 
applying "minute and scientific investigation" from 

time to time. It can, however, achieve to some degree 
the type of broad measurement on which the Duncan 
Commission based its recommendation. 

51. The Maritimes Transportation Commission, in 
Suggesting a method of rate level measurement in this 
Submission, wishes to make it perfectly clear that it is 
not claiming scientific accuracy for its proposal. It 
has been the objective of. the Commission to attempt to 
formulate a procedure for rate level measurements and 


consequent rate adjustments which would be simple to 


undertake. It may well_be that this objective can be 
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achieved in a better and more accurate fashion. 

152... In order to revise the Maritime Freight Rates 
Act so that it would bridge the rate difference between 
Maritime and Central Canadian producers in the markets 
of Central Canada, an attempt might be made on hand of 
the Waybill Analyses to determine the average rate per 
100 lbs. which would indicate the extent of the rate 
differences. 

5+. Such average rates can be determined by 
dividing the revenue columns by the weight columns shown 
in the Waybill Analyses, having first converted the 
figures in the weight columns from tons (where they are 
shown in tons) to hundredweights. This can be done for 
movements within one rate territory and from one rate 
territory to another. This is important for the measure- 
ment of rate differences between shippers located in 
different rate territories but competing in the same 
rate territory. 

154. The average rates referred to in the preceding 
paragraph are the average annual prices charged by the 
railways for carload shipments. They are determined from 
rates which were actually charged by the railways and, 
therefore, “reflect the average effects of the numerous 
individuel changes. which are continually being made 
throughout the entire rate structure. These effects may 
be contrasted with the general rate increases which have 


been authorized (by the Commission). Not all of the 


authorized changes have been made and, in many caSeg, 
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2| 4initial increases have been rollowéa by later reductions"? 
3] 155. It is realized, of course, that the Waybill 

4 Analysis is only a 1 per cent sample and that its validit 

5 for the. purpose of drawing general conclusions may be 

6 Subject to challenge. Undoubtedly, a large sample 

7 would provide better basic data. To the extent, however, 

8 that the Way bill Analysis is reliable, the calculation 

9 of average rates on broad categories of traffic such as 

10! intra and inter-territorial movements would appear to 


11] be justified. 


12) lwaypi11 Statistics - Their History and Uses", 
Statement No. 543, Interstate Commerce Bureau of 


13 Transport Economics and Statistics, February 1954. 
14 

1s 156. It is respectfully submitted that rate 

16 comparisons in cents per 100 lbs. or per ton are more 
7 meaningful than such comparisons in terms of ton-mile 
18 earnings which accrue to the railways on various move- 
19 ments. Shippers are primarily concerned with rate 

20 relationships and changes in such relationships as 

71 between their traffic and that of their competitors. 


The opposition of the long-haul shippers to horizontal 


freight rate increases underscores this most clearly. 


23 

24 What is of interest to shippers then are their rates per 
25 100 lbs. compared to the rates per 100 lbs. paid by 

2% their competitors. 

27 iSy. The changes in these rate relationships, as 

28 evident by the examples in Appendix V, between Maritime 
29 producers and their Central Canadian competitors in the 


30 Ontario-Quebec markets have been to the disadvantage of 
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the Maritime producer. This had led him to question 

the usefulness of the Maritime Freight Rates Act, as it 
is presently written, in providing the protection en- 
visaged by the Duncan Commission. 

158. _As Chapter II and Appendix II illustrate, the 
rates on the Intercolonial were lower than the rates in 
other parts of Canada. "Whilst the Quebec-Ontario Scale 
was adopted in the.Maxch lst, 1898, Tariff, the same 
mileage grouping was not made uniform with Ontari- 
Quebec. Up to 15 miles, Scales in both territories were 
the same. For 20 miles the Maritimes' Scale was the 
same as the Quebec-Ontario Scale for 15 miles. For 100 
miles the Quebec-Montreal (sic) 70 mile Scale was adopted 
and so on - until at 1,000 miles the Maritime rates were 
the same as those in the Quebec-Ontario Scale for a 
distance of 500 miles".+ What this favourable rate 
structure meant in practice can be seen from a comparison 
of the 5th Class rates from Halifax to Montreal with 
those from Toronto to Montreal immediately prior to the 
change in the I.C.R. rate structure made in19le2. At 
that time the rate from Halifax to Montreal (for a 
distance of approximately 837 miles) was 25¢ per 100 lbs. 
The rate from Toronto to Montreal (for a distance of 

335 miles) was 22¢ per 100 lbs. 


(1c. W. Wells: "Domestic Freight Rate Structure, Class 
Rates, Eastern Canada". (Verbatim Report of the Lectures 
Given in the Course on Traffic Management by the 
Canadian Industrial Traffic League at the University 
of Toronto, Extension Department, October 17, 1924 - 


February 27, 1945). 
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159. Historically, therefore, there is ample pre- 
cedent for a de-emphasis of distance as a factor in rate 
making on Atlantic Provinces traffic. The Maritime case 
for a de-emphasis of distance does not, however, rest on 
historical precedent alone. It is based equally firmly 
on the recognition that transportation has a significant 
role to play in raising the economy of the Atlantic 
Region to the level of the other regions of Canada. 

160. Appendix IX to this submission contains an 
analysis of the economy of the Region prepared by the 
Atlantic Provinces Economic Council. It is really 
apparent from the Appendix that, while the economy of the 
Region has grown during the period surveyed, its growth 
has lagged far behind that of Canada as a whole and will 
continue to do so, unless remedial measures are taken. 
161% It is the respectful submission of the Maritime 
Transportation Commission that, just as in the past 
transportation has been used as an instrument of public 
policy in the case of the Maritimes, it should again 

be so used today as an intergral part of any measures 
which must be taken to eliminate the general income 
differentials between the Atlantic Provinces and other 
parts of Canada. 

162. The Atlantic Provinces are firmly convinced 
that historical precedent and present need require the 
de-emphasis of distance as a factor in rate making on 
their traffic. 

163. It is evident that, insofar as transportation 


costs influence the location of industry, en Atlantic 
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Provinces location for firms which must sell a principal 
part of their production in the Ontario-Quebec markets 

in order to operate economically must be disadvantageous, 
unless those costs can be roughly equal to prevailang 
transport costs from producing points nearer the market. 
164. It is submitted that it is imperative to 
attempt to measure broadly the actual rail transport 
costs in Central Canada and to compare them to such costs 
on traffic outbound from the Atlantic Region. The device 
of the average rate per 100 pounds, a meaningful figure 
for transportation users, has been applied to such a 
measurement in this brief. 

165. From each of the Board of Transport Commission- 
ers Waybill Analyses a tabulation was made of every 
movement recorded within the Eastern Region (or Eastern 
Rate Territory). A like tabulation was made of every 
movement recorded from the Maritime Region (or Maritime 
Rate Territory )* to the Eastern Region. Average rates 
were calculated from these tabulations. The next step 
was to determine the amount. of reduction required to 
bring the average rate on traffic from the Maritiame 
Region to the Eastern Region (hereinafter referred to 

as "Maritime to Eastern") to the level of the average 
rate on traffic moving within the Eastern Region 
(hereinafter referred to as "Eastern to Eastern"). 


The results of these calculation are shown in Table 3 
below: 


Sateen Region (or Eastern Rate Territory)is that part 
of ontario and Quebec lying between Levis and Diamond, 
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P.Q., on the East, and Fort William, Port Arthur, and 
Armstrong, Ont. on the West. 

The Maritime Region (or Maritime Rate Territory) is the 
four atlantic Provinces and that part of Quebec lying 
East of Levis and Diamond, P.Q., South of the St. 
Lawrence River.) 


TABLE 3 


AVERAGE RATES ON MARITIME TO EASTERN MOVEMENTS AND 
EASTERN TO EATERN MOVEMENTS OF CARLOAD TRAFFIC* 


(Rates in cents per 100 lbs.) 


eee 


aritime to Eastern 32.3 34.1 407 46.9. 41.4 433 40.3 44.0 


astern to Eastern 16.3 160 200. 202 21.8 197 216 21.2 20.9 
Difference 16.0 172 20.7 268 19.6 236 18.7 22.8 


ercentage Reduction 
equired to Bring 
aritime to Eastern 
verage Rate to Level 
f Eastern to Eastern 
verage Rate 49.5 50.4 50.9 57.1 47.3 H.5 464 518 56.5 


Excluding traffic moving at U.S. Related Rates 
* Includes only traffic originating Mar. 1, 1955 to Dec. 
31, 1955 inclusive 


Source: Board of Transport Commissioners Waybill Analyses, 
Carload All-Rail Traffic (for years shown above) 


166. It should be pointed out that the average rates 
for Maritime to Eastern movements shown in the above 
Table include the reduction authorized by the Maritime 
Freight Rates Act, namely 20% for the years 1949 to June 
30, 1957 and 30% for the period subsequent to July l, 
1957. 

167. From the above Table it can be readily seen 
that the difference between the Maritime to Eastern 


average rate and the Eastern to Eastern average rate is 
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Substantial and that percentage reductions ranging from 
a low of 46.4 in 1956 to a high of 57.1 in 1953 are 
required to bring the Maritime to Eastern average rate 
to the level of the Eastern to Eastern average rate. 
168. An analysis was then made of individual move- 
ments, based on Table 3 of the waybill Analysis, to 
determine exactly what commodities were moving within 
the Eastern Region and from the Maritime to the Eastern 
Region. 

169. An examination of the wWaybill Analysis showed 
that certain commodities moving within the Eastern 
Region do not move from the Maritime to the Eastern 
Region. Similarly, there are commodities which move 
from the Maritime to the Eastern Region but do not move 
within the Eastern Region. An analysis of such move- 
ments reveals that by far the larger number and tonnage 
of these commodities is within Eastern Region. They are 
commodities which do not normally move from the Maritime 
to the Eastern Region but are purely intra-Eastern move- 
ments. For example, there is a substantial movement of 
Nickel ore, Iron Ore and Sand and Gravel within the 
Eastern Region; very rarely would a movement of these 
commodities take place from the Maritime to the Eastern 
Region. 

170. Because commodities such as Nickel Ore, Iron 
Ore, Gravel and Sand move in large volume, over rela- 
tively short distances and at relatively low rates, 


these movements would tend to hold the average rate for 
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Eastern to Eastern movements at a low level. It was 
felt that such movements could justifiably be omitted 
from the calculation of average rates. 
i as 6a la In order, therefore, to determine which 
commodities move regularly both from the Maritime to 
the Eastern Region and within the Eastern Region, 
tabulations were made to eliminate movements which did 
not meet that test. It was then found that occasionally 
a car of a particular commodity was recorded in the 
Waybill Analysis as moving from Maritime Territory to 
Eastern Territory which fell within the category of not 
being a regular movement. For example, in the nine years 
analysed only in the year 1954 was a movement of Gravel an 
San recorded as moving from the Maritime Territory to 
the Eastern Territory and then only one car. 
sy On clase examination of the data for such 
irregular movements, it was found that where commodities 
moving Maritime to Eastern produced less than 1% of the 
volume (by weight) of the same commodity moved Eastern 
to Eastern, such movements could invariably be classified 
as irregular movements. 
AfS" It will be seen from the foregoing that two 
tests were applied to achieve comparability in the 
waybill data used for determination of average rates for 
the movements analysed: 

(1) Commodities which did not move both Maritime 


to Eastern and Eastern to Eastern were eliminated. 


(2) Commodities moving Maritime to Eastern which, 
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2| by weight, were less than 1% of the same commodities 
moving Eastern to Eastern were removed. 

4 A ty es The average rates, rate differences and 
percentage reductions required to reduce the Maritime 
to Eastern average rates to the level of the Eastern to 


Eastern average rates resulting from the application of 


8 the above two tests are shown in Table 4 below? 


10 TABLE 4 
il Rates in cents per 100 lbs. 
y 1949 1951 1952 1953 1954 1955 1956 1957 


13 Maritime to Eastern 316 346 428 4a9 4ag 452 407 446 


14\rastern to Eastern 177 215 234 244 283 289 289 30] 


15 Difference 


16 Percentage Reduction 


Required to Bring 


17 Maritime to Fastern 

Average Rate to level 
18|o¢ Eastern to Eastern 
19 Average Rate 44D 379 453 480 308 381 290 325 
aeoe: Board of Transport Commissioners Waybill, Carload 
91 (At -Rat1 Traffic (for years shown above), Table 3. 


fs Average rates for Maritime to Eastern movements include 
22 the reductions as authorized by the Maritime Freight 
Rates Act which were in effect on the date the traffic 
23 moved. ) 


24 

25 oT Ss: Regardless of whether Tables 3 or 4 of this 
26 Submission are used, it can readily be seen that the 
27! Maritime Freight Rates Act, despite the increased sub- 


28 vention rate in 1957 has not been able to bridge the 


* rate difference between the Atlantic Provinces shipper 


| and his Central canadian competitor in the Ontario- 
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Quebec market. 

176. The figures contained in these Tables are 
Significant not because of their absolute values but 
because of the rate relationships they illustrate. There 
is no suggestion, for example, that all intra Estern 
traffic moved at a rate of 33.2 cents in 1958, nor that 
all traffic outbound from the Atlantic Provinces to 
Central Canada was carried at a rate of 48.3 cents in 
1958. The average rates shown in the Tables are, of 
course, influenced by the differences in the consist of 
traffic as well as by the variations in the respective 
lengths of haul on movements recorded in the waybill 
analysis from year to year. 

ya The figures do illustrate, however, the extent 
of the average rate dirference between the Atlantic 
Provinces shipper and his Central Canadian counterpart 
competing in the common markets of Ontario and Quebec. 
Since the average rates are derived from the Waybill 
Analysis, which is a 1% sample of all carload rail 
movements in Canada, the rates must of necessity reflect 
the incidence of horizontally applied rate increases 
and the intensity of motor truck and water competition. 
are. Because the Waybill Analysis picks up, first, 
a changing consist of traffic each year and, second, 
traffic moving for differing lengths of haul, it is 
difficult to attribute a change in an average rate 


entirely to a general horizontal rate increase or to a 


number of competitive rate reducgions or hold-downs. 
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However, since the average rates are based on actual 
rates charged, they must reflect these changes in the 
rate structure. 

179. It was submitted earlier that a valid revision 
of the Maritime Freight Rates Act must be able to bridge 
the rate difference between Maritime and Central 

Candian shippers in the common markets of Central Canada 
and that it must do so over time, containing, therefore, 
a mechanism which will compensate for distortions arising 
from horizontal rate increases and variations in the 
intensity of carrier competition. 

180. It should be pointed out that this Commission 
is not asking for a revision in the Maritime Freight 
Rates Act insofar as it applies to Western Canada. 

181. The horizontal rate increases and competitive 
rate reductions and hold-down which have whittled away 
the benefits of the Maritime Freight Rates Act on traffic 
from the Atlantic Provinces to Central Canada have not 
affected the Maritime to Western rates to the same degree. 
182. A brief explanation of the present rate 
structure will clarify this point. Rates from the Atlanti 
Provinces to Western Canada are based principally on the 
rates from what is commonly called A and B Territory? 
plus a series of arbitraries-. The arbitraries, which 
pear little or no relationship to the distance involved, 
coupled with the present Maritime Freight Rates Act 


Subvention, have enabled Atlantic Provinces industry to 


retain a foothold in the Western Canadian market. 
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1 
Mh 
(" A and B Territory is that part of Quebec and Ontario 
lying roughly within the triangle formed by Montreal, 
3 P.Q., Sault Ste. Marie, Ont. and Windsor, Ont. 
2 An arbitrary is a fixed amount added to or deducted 
4 from a rate from one station to make a rate from 
another station. 
5 
6, 183. While the horizontal rate increases and com- 


7 petitive rate hold-downs and reductions have distored to 
8 some extent the rate relationships between Atlantic and 
9 Central Canadian producers in the Western market, the 

10| distortion has not been as severe as in the Central 

11] Canadian market. 

12|| 184. It is respectfully submitted that the relative 
13 rate relationship between the Atlantic shipper and his 
14 Central Canadian counterpart in the Western market must 
15|| not be disrupted in the future by horizontal rate 

16|| increases, competitive rate reductions or hold-downs or 
17|| @ general revision of the Canadian rate structure. 

1g) 185. The thesis is here put forward that a rate 

19| difference measurement along the lines set out in this 
290|| Chapter would provide the data on which such a revision 
91) Of the Maritime Freight Rates Act could be based. The 
92|| information is readily available from the Waybill Analysi 
93|| Of the Board of Transport Commissioners and is compiled 
94 annually, thus providing an opportunity for periodic 

25|| measurements. 

26 186. The revision of the maritime Freight Rates Act 
97|| envisaged in this submission would have as its first 

98|| requirement the covering by the Federal Government, by 
29| way of subvention, of the difference in the rate gap 


between Maritime to Eastern and Eastern to Eastern traffic). 
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2 Second and third requirements are the annual measurement 
3 of this difference and the payment of the subventions 
4 either to the shipper direct or to all types of for-hire 
5 carriers. These matters will be developed now. 
6| 187. The Maritime Freight Rates Act presently 
7| provides for the payment to the railways of Federal 
8] subventions allowing rates payable by the shipper within 
9| the Atlantic Provinces and from the Atlantic Provinces 
10| to other parts of Canada to be lower than they would be 
11/ in the absence of such subventions. As stated earlier, 
12| since July 1, 1957, the subvention on outbound traffic 
13/ from the Atlantic Provinces has been 30% on the proportio 
14| of the rate which is earned within "Select Territory". 
15]| In return for the subvention, the railways publish 
16 so-called "billed" rates in their tariffs and recover 
17|| the difference between these "billed" rates and the 

18) "normal" rates from the Federal Treasury. 
19/ 188. As Appendix V indicates, the increase in the 
20| Maritime Freight Rates Act subsidy from 20% to 30% in 
21 1957 on outbound traffic from the Atlantic Provinces on 
22|| the formula set out in the preceding paragraph, namely 
23 the applicability of the reduction only on the portion 
24 ici rate earned within "Select Territory", did not 
25 bridge the rate difference between the Maritime to 


26 Eastern average rates and the Eastern to Eastern average 


rates. 


28 189. The rate difference, however, may be bridged 
by the payment of subventions covering the entire per- 
| 
| 


centage difference between the average Maritime to 
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Eastern and Eastern to Eastern rates and based on the 
total rate rather than the proportion of the rate earned 
within "Select Territory". An indication of necessary 
subvention rates has been given in Tables 3 and 4 above. 
This would, in effect, mean a de-emphasis of the greater 
length of haul to which Atlantic Provinces shipments 
moving to Central Canada are subjected. It would be a 
return to the original design of the Maritime rate 
structure which, in respect of Standard Mileage Class 
Rates, for instance, kept a Maritime originating move- 
ment of 1000 miles at a rate equivalent to the Ontari- 
Quebec 500 mile scale. This would ers that one again, 
in respect of transportation costs, an Atlantic Provinces 
location would not be disadvantageous to an industry. 
which must sell a major part of its production in Central 
Canada. 

(1c. W. Wells: po. cit.) 

190. It is clear that ben original intent of the 
Maritime Freight Rates Act has been thwarted by the 
distortions of rate relationships caused by horizontal 
rate increases and differences in competitive conditions. 
Attempts to attack the two factors singly have failed. 
The position of the Atlantic Provinces today parallels 
that which gave rise to the representations in the mid- 
Twenties, leading ultimately to the appointment of the 
Royal Commission on Maritime Claims. 


191. The “Rate Difference” method of subventions 


has the advantage of being capable of the flexibility 
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2] which the dynamism of transportation developments re- 

3} quires today and for which the Duncan Commission made no 

4/ provision. It can be superimposed on the Maritime 

5] Freight Rates Act and would exist in recognition of the 

6| circumstances and conditions which have arisen since the 

7| passage of the Act. As has been shown, these circum- 

8| stances and conditions could not be dealt with by the 

9] Statute in its present form. 

10/ 192. As pointed out earlier in this submission, the 

11] calculation of average rates can be made easily from the 

12] annual Waybill Analyses of the Board of Transport 

13] Commissioners for Canada and the difference between the 

14| Maritime to Eastern and Eastern to Eastern average rate 

15| can then be easily determined. On a broad basis, 

16 therefore, the effects of the thousands of individual rate 

17 adjustments which are made throughout a given year will 

18] be reflected in the average rates charged by the railways 

19] during that year and recorded in the 1% Waybill sample. 

20} 193. It is evident, therefore, that the effects of 

21|} rate relationship diatoxtions due to horizontal increases 

22|| and variations in the impact of competition on different 

_ 23) movements of traffic will be reflected on a broad basis 

24! in the average rates and can be compensated for by 

25 adjustments in the subvention rate. 

26) 19h. It is true that, if the subvention rate is 

: determined from the Waybill Analysis, adjustments will 
lag behind the actual rate increases or decreases. How- 


| 29 ever, the maximum time lag should not be longer than 
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2 eighteen months and should, therefore, be reasonably 

3 satisfactory to the Atlantic Provinces. 

4) 195. The “Rate Difference" subventions must of 

5|| necessity fluctuate from year to year requiring either 

6 a higher or a lower subvention. The subventions are 

| Gifferent, therefore, from the present Seuecanena’ under 
8] the Maritime Freight Rates Act which are constant (with 
9| the exception of the change on July 1, 1957). It may 

10| be said that fluctuating subventions introduce an element 
11| of uncertainty in the rate structure. It is doubtful, 

12|| however, whether this uncertainty is significantly great- 
13] er than that which is being faced by industry and carrier 
14) under everyday conditions. 

15) 196. Fluctuations in the yearly subvention rate 

16 will depend on the size of the rate difference determined 
17| from the average rate calculated on Maritime to Eastern 
18| and Eastern to Eastern traffic, The rate difference - 

19 and, consequently, the subvention rate required =~ 

20 should be smaller (consist of traffic and average haul 

21 being constant on the two movements) if, for instance, 

22 Eastern to Eastern rates remain constant while Maritime 


23 to Eastern rates decrease due to intensified carrier 


| 2 competition. It would also be smaller, if Eastern to 

| 25| Bastern rates increased while Maritime to Eastern rates 
remain unchanged. Conversely the rate difference will 
27 | be larger = and the subvention rate required greater - 


28 if, for instance, Eastern to Eastern rates decrease due 


|} to intensified carrier competition while Maritime to 
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2| Eastern rates remain constant, or if Maritime to Eastern 
3] rates increase while Eastern to Eastern rates remain 

4! static. 

S| 197. As stated earlier, the subventions under the 

6| Maritime Freight Rates Act are paid to the railways in 

7 compensation for lowering rates on intrA-Maritime traffic 
8! and on traffic outbound from the Atlantic Provinces to 

9| other parts of Canada. These subventions are not paid 

10/ to carriers other than the railways, although the railway 
11/ receiver subsidies on Agreed Charges and competitive rate 
12) which they publish to meet the competition of such other 
13| carriers. It has been recognized for some time now that 
14! this unilateral payment of sebventions to the railways ha 
15| had some inhibiting effect on the growth and strengt of 
competing carriers. While this effect has probably not 
17 been too sever so far, any significant increases in the 
18 subsidy under the Maritime Freight Rates Act would ten to 
19 weaken such competing carriers considerably. Indeed, 
20 the Maritime Freight Rates Act has been Siteeked on this 
21 point by the trucking industry. 

22 198. The Duncan Commission apparently did not foresee 
23 the effects of inareasing competition on the freight rate 
24 structure. This may have been partly due to the fact 
25 that the complaints presented to the Duncan Commission by 
26 the Maritimes were confined to rail rates and also that 
27 truck transportation at that time was in its infancy. 

28 | Had the Duncan Commission been able to foresee the effects 
of truck competition, it is doubtful that it would have 


felt that the course it recommended would have the 
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2 "effect of giving immediate relief in a manner that is 


equitable as well as proad",+ Indeed, the Commission 


w 


4| appeared to be conscious of the effect of its recomn- 


wm 


endation on one of the competitiors of the Canadian 


6] National Railways: "We are not overlooking that the 


~ 


‘other great railway system operating in the area should 
8] be entitled to equitable consideration if they find 

9 themselves prejudiced as a result of the reduction 

10 proposed".* 


1 
‘ Royal Commission on Maritime Claims, 1927, P.22 
12 Ibid, P.23) 


13 

A 199. There is little doubt that the Maritime 

r Freight Rates Act has played some part ne Slowing the 

‘ development on inter-carrier competition. To the extent 

a that the Act has had that effect, it has deprived the 

< Atlantic Provinces of the benefits usually associated 

1S with the intense competition. [It would be unrealistic, 

a however, to argue that the complete removal of subvention 

“ would allow the interplay of competitive forces to act 

a in such a way that the transport @sts of good outbound 

38 from the region, and in centran cases within the region, 

“ would cease to be a matter of concern. 

as 200. Indeed, Canadian Trucking Associations 

26 recognizes that there are other factors besides the 

a“ Maritime Freight Rates Act which have had a bearing on 

28 the slower growth of truck competition in the Atlantic 
Provinces. During the cross-examination of the 


| 
Associations’ witness by Mr. F. D. Smith, Q.C. the 
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2| following appears: 


3 "Q. And, therefore, could it not be concluded 
4 that industrial and commercial conditions, density 
5 of population, and road conditions, as well as the 
6 Maritime Freight Rates Act, have retarded the 
7 growth of truck competition in the Maritimes? 
8 MR. MAGEE: Very definitely. That is the 
9 way we have tried to present it there, and all those 
10 factors enter into it."* 
11 i 

(~ Royal Commission on Transportation, Transcript 
12 of Evidence for May 3rd, 1960, Volume 61, 

P. 11049.) 

13 
14) 901. The further subsidization of traffic outbound 


15| from the Atlantic Provinces need not interfere with the 
16/ natural development of competition between different 

17 types of carriers. Such competition would not be dis- 
18 couraged, if the additional subvention were either paid 
19 directly to the users of the transportation services or 
20! to all types of for-hire carriers. 

21 202. Ideally, subsidies should be paid to the users 
22! of transportation services. Sich a procedure would 

23 (1) clearly indicate who the beneficiaries of the sub- 
24 vention are and how much they benefit from it, 

25 (2) enable the rate structure to develop without the 

26 influence of public subsidy policy elements and 

27 (3) retain for the transport user the free choice of 


| 46 carriers which he does not have, if a subsidy is given to 


one mode of transportation only. 


203. On the other hand, the payment of a subsidy 
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to a transportation agency or agencies on behalf of 

the transportation users may, over time, obscure the 
reason for the granting of the subsidy. It may come to 
be looked upon as a Government subsidy to the transport- 
ation agency or agencies. By the payment of subsidies 
to transportation hiedviaiied the actual revenue received 
by the carriers is more difficult to determine and is 
often not apparent to the users of the service. Further 
if subventions are not paid to all types of carriers, 
the subsidized carrier will not tend to meet the comp- 
etition of his non-subsidized rival by setting a rate 
which, including his subvention, will meet the rate of 
his competitior. Instead, he will tend to set his rates 
at a level just low enough to meet that of his non- 
Subvented competitor and yet receive an additional 
payment from public funds. 

204. If the subsidied carrier chooses to go below 
the rate of the non-subsidized carrier, and at the same 
time receives by virtue of the subsidy an additional 
amount of money, the subvention introduces an artificial 
element into competition. 

205). The payment of transportation subventions 
directly to the user presents problems which are either 
non-existent or do not exist to the same degree if sub- 
ventions are paid to the transportation agencies. It 
cannot be denied that the payment of a transportation 


Subsidy directly to the user is cumbersome in most 


instances where a large number of shippers are involved. 
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1 
2 206. For example, if the present Maritime Freight 
$ Rates Act subventions were paid directly to the users, 


4| the Government would be faced with the payment of sub- 


wm 


ventions to a great number of shippers and receivers, 


an 


and with a multitude of documents from many sources for 

, proper checking of eligibility and correctness of the 

8] claims submitted, , 

207. While, therefore, the payment of subventions 
directly to users of transportation services is attractive, 
administrative difficulties make it impossible of oe 
achievement. It would appear, then, that the subvention 
aim is better met if the assistance is paid to the 
transportation agencies on behalf of those in need of it. 
If that is done, equality of treatment should be given 
by the payment of the subvention to all types of for- 
Bire carriers. 

208. The payment of subventions to all for-hire 
carriers would enable the railway-owned highway carriers 
to participate in the Lee eee "Rate Difference" sub- 
ventions on outbound movements from the region. With 

the expansion of railway-owned highway operations which 
has taken place in the recent past and which is expected 
to {a the payment of the proposed subventions to 
these operations would undoubtedly be of benefit to the 
railways. 

209. The additional subsidy payable on movement from 


the Atlantic Provinces to Central Canada envisaged by 


this submission would be administered by a Subvention 
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Authority set up within the Department of Transport. 
AN The additional subventions would be given to 
all for-hire carriers who fall within certain eligibility 
categories. Among the criteria that would govern 
eligibility might be the following: 

(1) The carrier is registered with the Subvention 
Authority. 

(2) The carrier is properly licenced or franchised 
for the service (where licencing is required). 

(3) Tye carrier files his rates with the Subvention 
Authority and makes them available to the public. 

(4) The carrier charges only the rates filed with 
the Subvention Authority. 
ean. The proposed legislation would carry sanctions 
against fraudulence. Among such sanctions could be the 
non-acceptance by the Subvention Authority of the carrier' 
reimbursement claims for specified periods. 
212. The mechanics of tariff publication for the 
additional subvention could be relatively simply. For 
the rail carriers it could be esis ig by a master 
tariff to which other appropriate tariffs are made subject. 
A Master tariff such as this could be supplemented or 
reissued with relative ease at any time when the sub- 
vention rate is changed. 
aes The same or a Similar master tariff might be 
found to be a useful means of implementing the new 


reductions required by the legislation for the other for- 


hire carriers. 
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214. All eligible carriers would submit periodic 
summary sheets to the Subvention Authority. These sheets 
along with other information, would show the total rate 
assessed the shipper or receiver. On the basis of this 
information the Subvention Authority would reimburse the 
carriers for the difference between the rate assessed 

and the rate which, but for the subvention, would have 
been charged. 

PA Sz This submission has suggested a possible method 
of territorial rate level measurement and the covering 

by the Federal Government of the difference between 
Maritime to Eastern and Eastern to Eastern average rates. 
The additional subsidy suggested in this submission based 
on the 1958 Waybill Analysis is 31.3% (See Table 4). 

216. The Maritimes Transportation Commission felt 
that it should indicate, insofar as possible, the cost 

to the Federal Treasury of the additional subvention rate 
eg . In an attempt to estimate the cost of such a 
plan, the Commission turned to the 1958 Waybill Analysis 
for basic data. Equivalent statistics for less carload, 
highway and water traffic, unfortunately, were lacking. 
218. The 1958 Waybill Analysis shows that carload 
rail traffic (exclusive of traffice moving at U.S. 
Related rates on which no subvention would be applicable) 
moving from the Maritime Region to the Eastern Region 
produced a revenue of $201,598. This figure expanded to 


100% would be $20,159,800. 


219. If the additional subvention envisaged in this 
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1 

2| submission had been in effect during the year 1958, the 

3/ subvention rate for the first part of the year would have 
4 


been 29.0% (based on the 1956 Waybill Analysis, See 
5] Table 4). After the 1957 Waybill Analysis figures became 


available from the Board of Transport Commissioners the 


7! subvention rate would have been 32.5%. (See Table 4). 
8] 2020. There was no method by which this Commission 
9 could datevuina what part of the Maritime to Eastern 
10 


revenue recorded in the Waybill Analysis was applicable 
11 to traffic moving in the early part of 1958. It was, 
therefore, not possible to apply two subvention rates to 
13] the 1958 Waybill Analysis data. 

14! 501, If the subvention rate of 32.5%, determined 

15 from the 1957 Waybill Analysis, were used, it would have 
the effect of overstating the subsidy required. On the 
other hand, if the subvention rate of 29.0%, determined 
18 from the 1956 Waybill Analysis, were used, it would have 


the effect of understanding the subsidy required. 


20 Accordingly, it was decided that for this estimate the 

21! supvention rate of 32.5% would be used. 

22 Eee. Subject to the qualifications in the preceeding 
23 


paragraphs, Table 5 below sets out the results of this 


estimate of the cost in 1958 of the additional subvention 


= on rail carload traffic, based on data in the 1958 Waybill 
+ Analysis. 
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2 TABLE 5 


3 Maritime to Eastern Revenue 
(exclusive of U.S. Related 


4 Traffic) recorded in the 
1958 Waybill Analysis, 
5 expanded to 1004. $20,159,800 
6) Maritime to Eastern subject 
to 32.5% Reduction 13,607,865 
| 
Difference to be covered by 
8 Subsidy $ 6,551,935 
9 
10 ee Again it should be stressed that the above 


11| estimate is based on a 1% Waybill sample. 

12) 224. It should be pointed out, too, that the above 
13 figure apparently does include railway operated 

14 "Di geyback" movements of 10,000 lbs. and over. It does 
15 not, however, include less than carload rail traffic, or 
16 traffic moving by highway and water carriers. 

(on 6225. The only statistics available to this Commissio 
18|| On these movements were as follows: 

19 Less-than-Carload Rail Traffic: "Railway Freight Traffic 
20|| for the year ended December 31, 1959 shows that 184,188 
21) tons of less-than-carload freight were loaded at stations 
22 in the Atlantic Provinces. It is reasonable to assume 

23|| that the preponderance of this tonnage would be traffic 
24 Re taned to points within the region to which no 

25|| additional Maritime Freight Rates Act subsidy would be 

26|| applicable. 

27| Highway Carriers Traffic: D.B.S. "Motor Transport 

28] Traffic Statistics, Atlantic Provinces, 1958" shows that 
29] 14,000 tons of freight moved from the Atlantic Provinces 


_ 30} to Ontario and Quebec by the for-hire trucking industry. 
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Water Carrier Traffic: While tonnage figures of cargoes 
carried by water from the Atlantic Provinces to Ontario 
and Quebec are available, much of the tonnage recorded 
is traffic moving by private carriage and/or in chartered 
vessels. Such statistics would, therefore, vastly over- 
state the tonnage that would be entitled to the additiona 
Maritime Freight Rates Act subvention, 

220. There are at present only three water carriers 
providing a regular scheduled for-hire service between 
the Atlantic Provinces and Ontario or Quebec, namely, 
Clarke Steamship Company Limited, Newfoundland-Canada 
Steamship Ltd. and Newfoundland-Great Lakes Steamships 
Limited. All three carriers serve Ontario or Quebec 
points and Newfoundland points. The major part of the 
cargo carried in this service is consumer goods to 
Newfoundland. Such Eastbound traffic would not be subjec 
to the additional subvention. 

eer. From the foregoing, it is evident that a 
certain volume of traffic presently moving by highway or 
water carriers for which the present Maritime Freight 
Rates Act subsidy is not paid would become eligible for 
the new Maritime Freight Rates Act subvention. 

228. | Traffic moving by rail at present which might 
be diverted to truck or water transport, if a subvention 
were available by those means, would simply be a transfer 
of the payment from one carrier to another. If the 
diversion from rail to truck or water is made solely 


because the truck or water rates have become lower, then 


the subsidy payment would decrease. 
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2 229. Likewise, the encouragement of competition 
3 between the various media of transport could very well 
4 be expected to lower to some extent the rail rate level 
5 on traffic moving from the Atlantic Provinces to Central 
6 Canada and, thereby, result in lower subsidy payments to 
7| the railways. 
8} 230. On the other hand, an increase in the volume 
9| of traffic moving from the Atlantic Provinces to Central 
10! Canada will increase the subsidy payments. But ar. increase 
11 in the volume of traffic moving will eiaouenee still 

12 further the growth of competition and tend to offset, 
13 in part at least, the increased payments because of the 
14] increased volume. 
15} 231. It is, of course, evident that a substantial 
16/| increase in the volume of traffic moving from the 
17 Atlantic Provinces to other parts of Canada would be a 
18 prima facie indication that the region was participating 
19 to a fuller extent than at present in the economic life 
20 of Canada. Such an improvement in the economy of the 
21 Atlantic Provinces would have beneficial effects beyond 
of the borders of the Region. 
23 9232. It would be unrealistic to assume that the 
24 growth of competition could be expected to lower by itself, 
a5 the rates from the Atlantic Provinces to Central Canada 
26 to a level where no subsidy would be required. It would 
at} not be unrealistic, however, to expect that competition 
28] under a subvention policy applicable to all types of for- 


| 
| hire carriers, will exert a downward pressure on the 
} 
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Maritime to Easter rate level and, thereby, hold down 
the amount of subsidy required. 

253i. It will be seen from the foregoing that it was 
not possible for this Commission to make a firm estimate 
of the cost of the additional subsidy. It is respectfull 
submitted that the Royal Commission could obtain from 

the railways and/or the Department of Transport and the 
Board of Transport Commissioners, and the highway and 
water carriers involved the requisite revenue and tonnage 


figures to make a more detailed and accurate estimate. 
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CHAPTER IV 


THE TRANSPORTATION SITUATION OF NEWFOUNDLAND 


234. Newfoundland's geographic position as an island 
situated far from the Canadian mainland, the existence of 
a narrow gauge railway which makes for a break bulk route 
and limited highway mileage suitable for transport vehicles, 
produce serious transportation problems which are unique 
in Canada. 

235. Because Newfoundland's transportation situation 
is so different from that of Nova Scotia, New Brunswick 
and Prince Edward Island, it was considered necessary to 
include a separate chapter in this submission to deal 
solely with these problems. 

236. Proof that transportation is vital to New- 
foundland is supplied by the very terms of union with 
Canada. These contain a number of important provisions 
dealing with transportation. 

eos The main railway line in Newfoundland extends 
from Port aux Basques on the Cabot Strait to St. John's 
on the east coast ina long circuitous route measuring 
some 547 miles with numerous heavy grades and curves. 
There are 158 miles of branch lines, all of which represent 
a total of 705 miles of narrow gauge rail lines operated 
by Canadian National Railways for the Federal Government. 
238 . There are two railways lines that connect with 
the main line of Canadian National Railways, namely the 
Grand Falls central Railway, a common carrier serving 


the Port of Botwood; and the Buchans Railway, a private 
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carrier serving the Copper, Lead and Zinc deposits at 
Buchans. The Buchans Railway connects with the main line 
of Canadian National Railways by means of running rights 
over tracks owned and maintained by the Anglo-Newfound- 
land Development Company Limited. 

239. The chief link between the Canadian National 
Railways lines in Newfoundland and the continental rail 
system is provided by a daily steamship service between 
Port aux Basques and North Sydney, N.S. The motor 
vessel "William Carson", which is a modern ice breaking 
ferry, was especially designed for this service. The 

108 mile crossing is plied by this vessel on a daily 
turn-around basis (six hours steaming and six hours in 
port). Additional vessels are provided to supplement the 
M.V. "William Carson" according to the volume of traffic. 
eho. With the exception of a limited useage of 
containers, the movements of traffic between Port aux 
Basques and North Sydney is what is commonly referred to 
as a "break pulk"toperation involving up to four separate 
handlings. 

241. Part of the population of Newfoundland and 
Labrador, chiefly engaged in fishing, live in about 

1,600 settlements located at the numerous bays and inlets 
along approximately 11,000 miles of coast line. Many of 
these settlements or outports are completely dependent 

on the sea as a means of transportation. 

Oke, A coastal steamship service is provided by 


Canadian National Railways who operate eleven vessels. 


| (Break Bulk in this context denotes the unloading of the 
contents of railway cars for transfer to vessels and the 
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The following are included in the coastal steamship 


service operated by Canadian National Railways*: 


South Coast Service - 47 ports of call involving 
approximately 550 nautical 
miles of navigation (one 
way ) 


Placentia Bay Service: 


West Run - 17 ports of call involving 
95 nautical miles of navi- 
gation (one way) 


Bay Run - 14 ports of call involving 
95 nautical miles of navi- 
gation (one way) 


Green Bay Service - 37 ports of call involving 
approximately 330 nautical 
miles of navigation (one 


way ) 
St. John's-Lewisporte - 39 ports of call involving 
Service approximately 440 nautical 
miles of navigation (one 
way). 
St. John's-Corner Brook - 56 ports of call involving 
Service approximately 930 nautical 
miles of navigation (one way 
Lewisport-Corner Brook - 61 ports of call involving 
Service approximately 840 nautical 


miles of navigation (one way 
South Labrador Service - 34 ports of call involving 
approximately 790 nautical 


miles of navigation (one 
way ) 


North Labrador Service - 1l ports of call involving 
460 nautical miles of navi- 
gation (one way) 

The foregoing coastal steamship services call 

at a total of 316 ports involving approximately 4,500 

nautical miles of navigation (one way). Included in the 


above noted total of 316 ports of call are a number of 


duplications brought about because some of the services 


(2source: Canadian National Railways Time Table 94. 
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Overlap one another. 

243, Generally speaking, the frequency of service 
to ports of call served by Canadian National Railways is 
on a weekly basis with the exception of ports of call on 
the South and North Labrador Service where a forthnightly 
service is provided. Operations are suspended during the 
winter months because of weather and ice conditions to al 
ports of call except those on the South Coast, Green Bay 
and Placentia Bay Services. The last sailing before the 
closing of navigation is generally during the latter part 
of December. Service is generally resumed during the 
early part of May. 

ae In addition to the coastal steamship service 
provided by Canadian National Railways, privately operated 
schooners and motor vessels serve as important media of 
transportation to and from the smaller centres and out- 
ports. The cost of new construction prohibits the 
economic replacement of these vessels and as a result 
their number is being depleted by age and loss. 

245. Highway construction in Newfoundland presents 
many difficulties. These include the frequent obstacle 
of terrain in the form of massive rock formations or deep 
bogs, the scarcity of suitable road-making material in 
some areas, the short season suitable for road constructio 
and, in the case of coastal highways, the transportation 
by sea of road-building equipment. All of these factors 
involve high costs per mile which, for a Province with a 


small population scattered over great distances, presents 
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a serious problem. 

46. Between 1955 and 1959, paved surfaces have 
increaded from 104 to 200 miles, while gravel surface 
roads advanced from 2,307 to 3,500 miles. The Newfound- 
land portion of the Trans-Canada highway is expected to 
amount to 554 miles when completed. At the end of 1959, 
287 miles had been graded and 69 miles paved. It should 
be noted that the 69 miles of paved Trans-Canada highway 
are included in the previously mentioned total of 200 
miles of paved highway. 

247. Although great progress has been made during 
the past few years in both new construction and re- 
construction or improvement of existing roads, much re- 
mains to.be done to bring the standards up to a level 
that will facilitate the development of highway carriage. 
Under these conditions it can be expected that the use 

of trucks in Newfoundland would be less extensive than it 
is in other parts of Canada. 

248, This can be seen from the following table 
which shows net ton miles per capita produced by trucks 


in Canada during 1957: 
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TABLE 6 


NET TON MILES PER CAPITA BY PROVINCE PRODUCED BY TRUCKS 
IN 1957 


(Figures in Brackets denote rank among Provinces) 
Type of Trucking 


Private 
Province Por -Hire Intercity Farm 
Newfoundland 25 (10) 28 (10) 1~ {104 
Prince Edward 94 (8) 75 (8) 458 (1) 
Island 
Nova Scotia 150 (6) 146 (6) 151 (2) 
New Brunswick 86 (9) 266 (1) 103 (5) 
Quebec 216 (5) 223 (3) 86 (7&8) 
Ontario 381 (2) 265 (2) 122 (4) 
Manitoba chy Oat Ww, 48 (9) 41 (9) 
Saskatchewan 264 (4) 168 (4&5) 134 (3) 
Alberta 600 (1) 108 (7) 87 (7&8) 
British Columbia 276 (3) 168 (4&5) ge (6) 
Source: D.B.S. 1956 Census Figures 
D.B.S. Motor Transport Traffic Statistics, 
National Estimates 1957. 
249. It will be noted that Newfoundland ranks last 


among the Provinces in the production of net ton miles 
_ capita under all three categories of trucking shown. 
Newfoundland trucking is virtually confined to intra- 
provincial operations because of the lack of adequate 
facilities for the carriage of trucks between the [Island 
and the Mainland. 

250. It should be stated that the inauguration of 
service by the M.V. "William Carson" between Port aux 
Basques and North Sydney in October of 1958 has brough 
about a limited movement of highway freight vehicles. 
While a small scale interprovincial trucking service has 
developed through the facilities offered by the M.V. 
"william Carson", further development along this line is 


highly unlikely under present circumstances. 
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251 « This is evident from an examination of the 
M. V. "William Carson" blueprints, together with the 
Canadian National Railways Tariff E. 27 which provides 
the Rules, Regulations and Charges for automobile trucks 
and/or automobile trucks and trailers (when accompanied 
by driver) using this vessel. The tariff shows that the 
vessel has a carrying capacity of 6 trucks and 2 buses. 
It provides the following clearances and limitations 
for motor vehicles using the vessel: 

Height: not exceeding 11 feet 

Width: not exceeding 8 feet 

Length: not exceeding 32 feet for trucks or 

trucks and trailers combined, including 
couplings and other projections. 

252. The blueprints of the vessel show that she 
can handle five trucks 23 feet 6 inches in length, 8 
feet in width and 11 feet in height; and one truck 20 
feet in length, 6 feet 3 inches in width and 11 feet in 
height. The space allotted for each of the two buses 
is 33 feet 8 inches long, 8 feet wide and 11 feet high. 
The regulations do not permit the trailers to be de- 
tached from the power unit and each tractor trailer 
combination must be accompanied by a driver. 
253. Although the tariff provides that the M.V. 
"William Carson" has a carrying capacity of 6 trucks, 
it should be noted that this is reduced to 5 trucks 
if one of the trucks happens to fall between 23 feet 


6 inches and 32 feet in length. Further, the carrying 


capacity is reduced to 4 trucks if 3 of the vehicles 


should fall within these dimensions. 


7 
Bit 
fe ] 

con Pa Cet 

A : — 
sd? ‘to aoelwvétniwexs 86 WOT Tr 
t 3 > share ; dt 

ee 

or? adv tsgo3 egninqaats * 0 we 


; PF ae 
eM oat 


eabiverg notdw 7S. .a Tiige? eyewlien f 


€ 
io 


giowr? siivcaciodys te? BeBrens oie i) 


wet? Sia bade A 
a 
sid 4803 adods TYirsd adit «Lesasy elds antec. ( revind. yd 


a. ree. eneev 


’ | bstraqmoooe nedw) s:ofiend bok exoutt elidomosus a9 
. 
' 
| .weaud S$ bne exound'3d Yo vitosqeo gatgrzed 6 eed 4 


Bs $i be 

. anolsediatl bas aereofle usitwoto®. odd sobiverq. a5 

; we : 

| rissasv ead aabew weloidey: togom 102 
j eure 
| . Yeo? [Ll untbsesoms Jon szidgleH © 
; a tost 8 gaibesoxs Jouw sa3bIW - 

ro @vouT? TOL dest Sé gnfbeeoxe don ««4dtgaeL)!: 

| gatontloct .beatdnoo erelterd Sne sxourd . 

| .atoltostorq tedgo ore eantiques 


; | de gan? wode Loeaesey ond Te a sat ae ses 
| 6 ,dtigaei at sedpnl & Jdee® Cs ave ate ie ecckecd nso 

| os xyouts sno Ons yarnated al vest LL bas adbiw al 
| at dest LI bea dtbdiw et esedtont — test @ ,dtgaet at 
| abaud ows odt to dose +o? begsolle poege, etl: /digee 
fmt 2s071 {! bas sbiw teot OB .paok aadont 8 deet EE a 
| -sb 90 ot etafterd sad thoveq ten of enalsveluser % 
| ralterz? ro?vos1? dote bas Jinw eve en? wort bec 
lteidloet & ed botneqmooss ed jaum aolkver 

.V.M aid Jedd zeblvotq Mf1s9 edd dguodsLas 


.panutd 8 Io yttoages goty res 86d "moeTsD meblTl 


. 

| 

| giovtat @ av beoubsr ef ala? send) beieg od blyor 

yes? &S feswied ile? of sneqasd evoutd ows To: 

golyrtes SAS .TensvuLL .tynet az eat: 

esiotidsy en? to — It sxowrd + ofS ee ett: r 
was saolanemtd « 


7 - - 7) i Y ra ’ 7 % 


ANGUS, STONEHOUSE & CO. LTD. 1 
TORONTO, ONTARIO 1 = ° 


254. Highway freight vehicles of a size accepted 

on the M. V. "William Carson" would be subject to a 

very limited loading capacity. For example, a truck 
falling within dimensions of 23 feet 6 inches in length, 
8 feet in width and 11 feet in height would approximate a 
3 ton single unit truck of a type commonly used for local 
intra-city cartage with a carrying capacity of 500 to 

700 cubic feet. This compares to a cubic capacity of 
approximately 2,200 to 2,500 cubic feet for the larger 
trailers used by the trucking industry for inter-city 
transport. 

253% It is abundantly clear that future development 
of inter-provincial trucking between Newfoundland and 

the mainland is severely impeded unless adequate faciliti¢s 
are provided. 

256. Because of its island position and its distance 
from the mainland air transportation is perhaps more 
important to the Province of Newfoundland than to any 
other province in Canada. Before the advent of air 
transportation as we know it today, passenger travel 
between Newfoundland and mainland centres by the wiftest 
methods of surface travel involved considerable lengths 
of time. Air transportation provides a vital link with 
the numerous coastal settlements isolated by the closing 
of navigation during the winter months. 

257 . There are three major airlines serving New- 
foundland for domestic freight and passenger transportation. 


The largest one, Trans-Canada Air lines, connects St. 
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John's, Gander and Stephenville by daily flights to 
Montreal which call enroute at Sydney, Halifax, Moncton, 
and Saint John. Maritime Central Airways and Eastem 
Provincial Airways also provide services of major 
importance. Maritime Central Airways serve St. John's, 
Gander, Goose Bay, Saglek, Frobisher and Stephenville 
and connect these points with a number of centres on the 
Maritime mainland. Eastern Provincial Airways provide 

a service on an irregular basis between numerous outports 
as well as inland points situated adjacent to lakes on 
the one hand and Gander, Goose Bay, St. John's and 
Stephenville on the other. 

258. It can be expected that the movement of goods 
by air, particularly to Newfoundland, will show consider- 
able growth as the cargo capacity of the carriers in- 
creases and rates decline. 

259. The importance of water transportation between 
Newfoundland and the mainland cannot be stressed too 
strongly. A large share of the total volume of traffic 
to and from Newfoundland is moved by both for-hire and 
private water carriage. 

260. A regular schedule service is provided by the 
for-hire water carriers which connect mainland ports 


such as Toronto, Hamilton, Montreal, Saint John and 


“Halifax with the Newfoundland ports of St. John's, 


Corner Brook and Botwood. 


261. In terms of the actual volume of goods moved 


by the water carriers from the mainland of Canada to 


. < 


od adigilt yilsb yd elibve 
otonom .xetiler ,ysabye 7a oon tea 
mregans bor eyawstA LetineS out deat. i 
totem lo asoetviss ebivotg sinyee 
.a'ndol .vo evres ayewttA LeransS omitiea@h \ sont 
slitvasdyet% hase cedetdow§ odelgst. 1X8 980 


sn? Ac sevtgeo. Io ~ scleatecs & title etnleg seers: somaceo bn 


sbiverq ayuwrls [stoniverd oayeteag bamtocmehnebi 
yore avoTemun ngsewied afeed telegertt n& fo ealvree 


| jm genel of ¢tnvostha bedsudia edateog Suseianlt as Liswia 
wire @'aiot .va ,_¥bH sa00R ,1TebraG bas bred, eno: as 

| .T9Kh%0 ent no silLtvasd¢ 

| vhoog to cnswevoa as ded? bedosqzs od tise 91 -O@% 
~seblencs worse L[ilw ,babiaavo wel oF vorsiuotorag atis 
-at axrsirres edd Yo yitesges ogres eng sectors ene 
.entfosh sever bas aeons 

svewied neldstxoqacsrs isdew To sonsmiegms edt ra 


ap 


eo* Osexertve ed sornnss basin ism end Bas basibaco 


: 
. 
; 
: 
| 
: 


: 
. 
| 
. 
| oferc to smulov Lajot edd Ip sxeda eguel A +eytgnog 
| Sas otid-rol Asod yd bovonm el Sasibavo twa mott bae 
. | -9geltT180 Tesew ove 
| si2 yd hetiivora st softvase > fuieaing Gameaw: A 
| sirog Onéeiaien 2osanes dolan Mildiwes tejew et tij-t 
bu5 anol tgare® .lesricet ,codimmeb: otnoreT es di 
va aot ge io etiog bas lbayo tweet add ddtw: 22, 


bevom sbeog to amyloy Lewine eid fo Seredial (947 
oJ shsme0 to baslatem sai? mort ateltrzéo > Jaws 


ANGUS, STONEHOUSE & CO. LTD. 115 
TORONTO, ONTARIO . 


Newfoundland, a figure of 250,000 tons per year is 
involved. (Royal Commission on Transportation, Transcript 
of Evidence for November 18, 1959, Volume No 9, Page 
1156.) This is almost equal to the volume moved by 
Canadian National Railways through the North Sydney 
gateway. 

262. It is interesting to note that approximately 
two thirds of the above tonnage was discharged at the 
port of St. John's in 1959. Applicable origin ports 

and estimated tonnages loaded at such ports in that year 
were as follows: (Information supplied by The Newfound- 


land Board of Trade). 


Tons 
From Halifax, N.S. 40,517 
From Saint John, N.B. 5,844 
From Montreal, P.Q. 78,434 
From Great: Lakes Ports 33,000 
157,795 
263. It is evident that the services provided by the 


water carriers are of primary importance, and whatever 
solution to the transportation problems of Newfoundland 
may be recommended, nothing should be done so as to place 
such services in jeopardy. 

a Farlier in this chapter reference was made to 
the Terms of Union of Newfoundland with Canada and the 
significance placed on transportation. Sub-sections 2 
and 3, section 32, of these Terms, guarantee the Province 


of Newfoundland generally the same rate structure as that 
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2| on the Maritime mainland. 

3 265. While the prevailing rate structure from, to 
4 and within Newfoundland is, on the whole, akin to the 

5 rate structure of the Maritime mainland, a number of 
differences of major importance exist between rates and 
7 services available on the mainland and those available 
8 on the Island of Newfoundland. These differences con- 
9 tribute to a serious transportation handicap, which has 
10! no aprallel in any other Province of Canada. The 

11 differences are listed in summary form as follows: 


(A) A free pick-up and delivery service is provided on 


13 less carload shipments moving between the major 

14 centres on the Maritime mainland. No such sevice 
15 is available on less carload shipments moving 

16 between stations within Newfoundland nor, for that 
17 matter, are less carload shipments moving between 
18 Newfoundland and the Maritime mainland accorded 

19 


such a service. 
20 (B) A free pick-up or delivery service is provided at 


major Maritime mainland centres on less carload 


22 shipments either originating or terminating at 

“ stations in the Montreal and Quebec City areas and 
* certain additional stations situated between these 
° two areas. No such service is provided at Newfound- 
7 land stations on such traffic. 

“ (Cc) A trailer-on-flatear ("piggyback") service is 

* provided between certain centres in Ontario and 

29 | 


Quebec (Montreal, Toronto, etc), on the one hand, 
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1 

2 and a number of points in the Maritime mainland 

3 Provinces, on the other. Where such a service is 
4 available, shippers are accorded the benefit of a 
5 number of rates which vary inversely with the 

6 quantity offered. These rates are generally lower 
7 than the less carload rates, and in some cases as 
8 low as the carload rates. Additional advantages 

9 offered through railway piggyback service include 
10 gree pick-up and delivery, fewer damage claims and 
11 improved service. 

12 No such services or rates are available to shippers 
13 and receivers located in Newfoundland. 


14 (D) Between many stations in the Maritime mainland 


15 Provinces, less carload shipments are accorded motor 
16 truck competitive rates which are somewhat lower 

17 than the regular class rates. These rates are 

18 kiadiondy referred to as less carload “incentive 

19 rates" and, as the name, implies are graduated 

20 according to the weight offered. 


21 (E) During the hearings of the Royal Commission in 


22 St. John's, Nfld., the Government of that Province 
23 file Exhibit No. 39, Rules 34 and 35, C.N. Rys. 
24 Tariff C.R. 200, C.T.C. E. 1694. These rules 
25 contain an extensive list of prohibited and restrictdd 
26 articles which are either not accepted, or accepted 
27 only under special conditions, for movement in 
28 | vessels to, from, or between points in Newfoundland. 
29) Canadian National Railways have found it 
| 
aa “necessary to impose these restrictions because of 
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the existing facilities and the nature of the 
operation of handling traffic between Port aux 
Basques and North Sydney. 

The effect of these restrictions is to increase 
the cost of transportation to shippers and receivers 
in Newfoundland. 

No attempt is being made to elaborate on each 
of the restrictions. Listed below, however, are 
particulars concerning a few commodities which will 
service to illustrate the significance of this 
matter. 

BUILDING BRICK AND TILES 

We are informed by a large Maritime shipper of 
Brick and Tile that these commodities. are generally 
shipped loose to mainland destinations. Brick and 
Tile for destinations in Newfoundland, on the other 
hand, are not accepted by the railways unless they 
are packaged. 

Listed below are the different costs to 


package Brick and Tile for shipment to Newfoundland: 


Brick on Pallets - $10.00/M 
Brick in Cartons with Dividers = 12 4007K 
Brick in Cartons = esse 
2x12x12 Partition Tile in Cartons - 30.00/M 
3x12x12 : i ‘ ‘ - 37.00/M 
4x12x12 * : . = - 45.00/M 
6x12x12 és " > “ - 62.00/M 
8x12x12 LC : : - 73.00/M 
8x5x1l2 Speedtile " . : - 42.00/M 
4" Blocks in Cartons - 30.00/M 
6 1" " " " ee 4S . 00 /M 
g* : . ss - 60.00/M 
10" tt " 1! = 90.00/M 
" " " " a 00/M 
+. - 30.00/Mpes. 


m 5 Cartons 
a Drain Tile in M -~ 45,00/Mpes. 
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2 With the exception of the cost of a certain amount 
3 of straw used for mainland consignments which is 

4 negligible, the above figures represent the 

bs] additional cost attributable solely to the packing 
6 restrictions imposed on this traffic for Newfound- 
7 | land. 

8 In terms of the annual volume of the Maritime 

9 manufacturer who supplied the above data, the cost 
10 of packing for Newfoundland customers varies from a 
i1 low of approximately $15090 to a high of approx- 
12]| imately $20,000. 

13 “FURNITURE AND MATTRESSES 

14 The packing restrictions are as follows: 

15 "Furniture will be accepted only in wooden boxes or 
16 


crates; or in solid or currugated boxes conforming 


17 to the requirements and specifications of Rule 41 
18 of Canadian Classification..." 

19 "Mattresses must be packed in fibreboard boxes; or 
20 in double thickness of heavy paper and double 

21 thickness of burlap, securely roped, tied and tagged‘. 
22 We are informed by a large department store located 
23 in St. John's that as a result of the above 

a4 mentioned restrictions, the additional cost to the 
25 Newfoundland consumer as compared to a mainland 

26 consumer is $1.25 per Matress and $5.00 per Bedroom 
2 Suite or Dining Room Suite. 

& MOULDING SAND 

29 


The acceptance of freight in bulk from the mainland 


30 
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to Newfoundland is prohibited in the railway tariffs 
The cost of securing moulding sand in bulk f.o.b. 
rail cars New York and New Jersey sources of supply 
is $4.00 per net ton. This cost advances to $16.00 


per net ton for moulding sand in bags from the 


same sources of supply. 


Because of the prohibition placed against the 


eo oo = aA we F&F @D©D WW 


acceptance of bulk freight moving to Newfoundland, 


—_ 
So 


the cost of moulding sand to companies located in 


— 
i 


Newfoundland is four times greater than that paid 


by companies located on the mainland before the 


= 
oo bd 


transportation charges are added, 


—= 
> 


BULK LIQUIDS 


— 
Ce 


A Newfoundland manufacturer of Paint, in an effort 


- 
a 


to curtail the cost of securing inbound liquid raw 


= 
~ 


materials, uses containers on flat cars at a 


-_ 
Go 


considerable saving over the previous method of 


— 
oo 


shipping. 


BR 
So 


While a saving has been effected, the capital cost 


{J 
= 


of acquiring the necessary bulk-carrying equipment 


N 
Nm 


totalled $79,000. In addition, it should also be 


N 
@® 


noted that the inbound rate advances 54% when the 


= 


weight of the containers and the return of the 


LJ 
wa 


empties are taken into consideration. No such 


we 
an 


capital expenditure or additional costs are incurred 
by mainland companies using leased tank cars. 


266. While the rate structure on Newfoundland traffi 


is generally the same as that on Maritime mainland traffia, 
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it ean be seen from the foregoing that there are a 
number of important differences which are to the dis- 
advantage of Newfoundland. 

267. By virtue of Section 32 (3) of the Terms of 
Union of Newfoundland with Canada the Maritime Freight 
Rates Act applies to Newfoundland traffic. It is 
relatively unimportant, however, with regard to goods 
produced in Newfoundland and moving to Canada west of 
the Maritimes because a great share of Newfoundland's 
production, for instance Newsprint, is marketed in 
foreign countries. In addition, most of the production 
marketed in Canada west of the Maritimes is ana by 
water. 

268. Because of the almost dcnui ete lack of 
secondary industry on the Island, Newfoundland must impor 
most of its necessities from Canada. In the submission 
presented by the Government of Newfoundland, it was 
stated that Newfoundland ranks third as a market for 
Canadian products with annual purchases of three hundred 
million dollars. 

269. A large proportion of the traffic moving from 
the Canadian mainland to Newfoundland originates in the 
Provinces of Quebec and Ontario. Because of the com- 
petition offered by the water carriers, the railways 
maintain competitive rates from Ontario points (Kingston 
and west) and to a very limited degree from Quebec points 


which are lower than the rates that would otherwise 


apply. These competitive rates apply to the Ports of 
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St. John's on the east coast and Corner Brook on the west 
coast from April lst to November 30th of each year, 
roughly corresponding to the season of open navigation 

on the Great Lakes. 

eT. Although these competitive rates only apply 
during eight months of the year and are restricted to 
traffic destined to St. John's and Corner Brook, they are 
of the utmost importance to Newfoundland receivers. 

at In the submission of the Government of New- 
foundland to the Royal Commission it was recommended that 
these competitive rates be made applicable on a year 
round basis. The Maritimes Transportation Commission 
wishes to emphasize this recommendation. The extension 
of the competitive rates for the remaining four months 

of the year to points to which they presently apply as 
well as to points, such as Bay Roberts and Botwood, to 
which they may be made applicable in the future. 

aie. The following example will service to illustrat 
the effect of the competitive rate extension on actual 


rates at the current rate level: 


Class rates from Toronto, Ont. to St. John's, Nfld. 


Classes 
100 85 70 5:3 45 
Non-competitive* 503 428 352 276 227 


Competitive** 433 369 303 239 195 
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2 Class rates from Hamilton, Ont. to Corner Brook, Nfld. 
ae ee ee TRE Lr  ETOOR ,  ALLa 


3 Classes 

4 LOO 285) woo 5B eA vnhs 
5|| Non-competitive* 4ou 361 297 e332 191 
6 Competitive** 359 305 252 198 161 


7 * Effective during period December lst to March 31st, 
inclusive 

8] ** Effective during period April lst to November 30th, 

inclusive. 


9 

i Zio: ‘It is not suggested, however, that the railways 
F should be burdened with the loss of revenue attributable 
Fy to the extension of the competitive rates. It is our 

Fe Submission that they should be reimbursed through a 

és subsidy for any loss of revenue sustained. 

fe O74. ' The mechanics of tariff publication and the 

is administration of the subvention would not present any 
" major difficulties. No new tariffs wauld be required. 
1B These competitive rates, which are clearly distinguish- 
Ae able in the carriers' tariffs now, could be extended by 
20 merely removing the symbol denoting their expiry date. 
4 During the period December lst to March 31st of each 

22 year the railways could make a tabulation of the revenue 
23 actually obtained and the revenue that would have been 
24 received but for the extension of the rates. This 

95 procedure is similar to that required by the Freight 

26 Rates Reduction Act but would, because of the smaller 

27 volume of traffic involved, entail considerably less 

28 work. 

29 275. hile the extension of the competitive rates 


on an all year basis would be of considerable assistance 
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to Corner Brook and St. John's, little would be gained 
by other centres in Newfoundland. Very few competitive 
rates are available to these other centres and virtually 
everything shipped moves at ceiling rates. 

276. This traffic is normally routed via North 
Sydney and Port aux Basques and has to traverse an 
unproductive water gap of 108 miles. Althought it is, 
by virtue of the Terms of Union (Section 32, Sub-section 
2), treated as an all-rail movement, the distance is 
reflected in the applicable rates. 

ee The physical characteristics of this movement 
have been dealt with earlier in this chapter. It is 
readily apparent that the haul of 108 miles must, under 
such circumstances, be slower, more cumbersome and more 
susceptible to damage and loss of goods than an equivalen 
rail haul on the mainland. [In addition, restrictions 
and prohibitions on traffic carried and the absence of 
competitive means of transportation, place a burden on 
the Newfoundland receiver which is not placed on any 
other receiver of rail freight in Canada. 

278. It is the respectful submission of the 
Maritimes Transportation Commission that the Newfoundland 
receiver should be given compensation for the burden 
attributable to the water haul from North Sydney to Port 
aux Basques. 

279. A feasible method of compensating him would be 
the removal of the effect of the water haul from the 


rates by way of a subvention. This can be done as 


follows: 
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2] (A) Reduce rail rates on traffic originating at points 


3 on the Canadian mainland and moving to Newfoundland 
4 at non-competitive all rail rates (via North Sydney) 
5 by the amount of the rate earned on the portion of 
6 the haul across the Cabot Strait (North Sydney to 

7 Port aux Basques, 108 miles). 


8] (B) The same amount of reduction to be made applicable 


9 to traffic described in paragraph (A) moving at 

10 through rail-water Honea caemiiecies rates via 

11 Montreal, Que., Saint John, N.B. and Halifax, N.S. 
12 which are related to the all rail rates via North 
13 Sydney. 


14/ (Cc) The minimum rate payable to be the rate applicable 
15 from North Sydney to Port aux Basques. 


16/ (D) Compensate the railways for any shrinkage due to 


17 (A) and (B) above by a subvention. 

18] 280. The exact method of reducing individual rates 
19 can best be explained by way of the following 

20 examples: 

21 


Class Rates from Montreal, Que. to Port aux Basques, 
22 Nfld. 


23 Total distance - 1,024 miles 
Cabot Strait distance - 108 miles 

24 108 miles is 10.5% of 1,024 miles. 
a Classes 
* 100 85 70 55 4s 
27 Present Rates 296 252 207 163 133 

Less 10.5% 31 26 22 17 14 
28] Reduced Rates 265 226 185 146 119 
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Class Rates from Toronto, Ont. to Grand Falls, Nfld. 


Total distance - 1,626 miles 

Cabot Strait distance - 108 miles 

108 miles is 6.6% of 1,626 miles 
Classes 


Loge noBs! Comper i oust theks 


Present Rates 448 381 314 O46 202 
Less 6.64% 30 25 21 16 13 
Reduced Rates 418 356 293 230 189 
281. The most effective method of implementing the 


plan might be along similar lines ad the Maritime Freight 
Rates Act. This, it is submitted, would not place an 
undue burden on the railways. The initial phase of 
tariff revision would, of course, involve a certain 
amount of detailed work; the routine task, however, of 
maintaining the plan should not be onerous. 

eee. The importance of the water carriers as an 
alternative means of moving goods to and from Newfound- 
land has already been stressed. The implementation of 
the subventions suggested should not have any appreciable 
affect on the competitive position of the water carriers. 
283. The water carriers providing a service between 
St. Lawrence River and Great Lake Ports, on the one hand, 
and St. John's and Corner Brook, on the other, discontinu 
these activities during the winter months because of 
weather and ice conditions. The extension of the com- 
petitive rail rates during this period, therefore, should 
not interfere with the competitive position of the water 


carriers. 


284. The reduction of non-competitive rates by the 
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amount of the rate earned on the portion of the haul 
across the Cabot Strait suggests no harm to the water 
carriers. 

285. In the submission of the Government of New- 
foundland presented to the Royal Commission at the 
hearings held at St. John's, Nfld., on November 17, 1959, 
it was suggested that one way of overcoming many of the 
difficulties encountered by shippers and receivers in 
Newfoundland would be the provisions of a rail car ferry 
to operate between Port aux Basques and North Sydney. 

It was also mentioned that such a ferry would require the 
laying of a third rail at Port aux Basques with the 
necessary facilities to tranship from standard to narrow 
gauge cars. This would at least allow for the movement 
of freight in bulk across Cabot Strait which @nnot be 
made with the existing facilities. It would, however, 
still entail a transhipment operation at Port aux Basques 
286. Another suggestion which deserves the most 
careful consideration is the provision of a container 
ship suitable for the carriage of containers, highway 
trailers, automobiles and passengers between an east 
coast mainland port, such as Halifax, and a port on the 
east coast of Newfoundland, such as st. John's or 
Argentia. This would remove much of the disparity betwee 
Newfoundland's transportation situation and that which 
prevails on the Canadian mainland. 


287. Unlike navigation conditions between Port aux 


Basques and North Sydney, the water gap petween Halifax 
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and the east coast of Newfoundland is ice free through- 
out the entire year. A container ship for this route, 
therefore, would not require a reinforced hull and 
special propulsion machinery for ice breaking purposes. 
288. There are a number of container operations in 
existence both in Europe and on this Continent which are 
generally of the type described, | Several of these 
operations are used in United States coastal trade. For 
instance, between New York, N.Y. and Houston, Texas, 

Such a service is provided by Grace Line. 

289. Trailer and container ships also ply extensivel 
between England and the Continent, England and Ireland 
and, in this hemisphere, between New York and Venezuela 
and between New York and Puerto Rico. 

290. Tonnage figures for the latter operation may 
be of some interest. "In its first full year of con- 
tainer ship operation, 1957, Pan Atlantic hauled 227,000 
tons of cargo. Last year this volume boomed to 
1,068,000 tons." (Port of New york Authority, Via Port 

of New York", March 1960, p. 4) By contract, the total 
1959 tonnage which moved to Newfoundland both via the 
North Sydney-Port aux Basques and the all-water routes 
was estimated as being in the neighbourhood of 550,000 
tons. The respective sailing distances in nautical miles 
are: New York to San Juan, Puerto Rico: 1399; Halifax 

oe 6G. John's: 531. 

291. With the increasing use of specially construct- 


ed containers and highway vehicles for moving both liquid 
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and dry materials in bulk, a container ship capable of 
handling an adequate number of containers and truck 
trailers might provide the most economical means of 
moving such materials to and from Newfoundland. Similarly, 
general merchandise handled in large containers and 
highway trailers could be moved to Newfoundland without 
transhipment, thus reducing to a minimum damage, 
pilferage and loss. 

292. As has been pointed out, the transportation 
situation of Newfoundland is unique and requires for its 
improvement solutions which will assure the Island a 
transportation environment as nearly comparable as 
possible to that of the Canadian mainland. It is 
respectfully submitted that the adoption of the recommen- 
dations made in this brief would be conducive to that 


goal. 
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CHAPTER V 
THE RAILWAYS AND CANADIAN ATLANTIC PORTS 

293. The securing of the maximum volume of export 
and import traffic through Canadian Atlantic ports has 
always been of importance to the Atlantic Provinces 
because of the vital position these ports occupy in the 
regional economy. 
294. Indeed, as this submission nas already pointed 
out, one of the expected results of Confederation and 
the building of the Intercolonial Railway was to channel 
the trade and traffic of the Central and Western Province 
through Maritime ports, particularly during the period 
when the St. Lawrence River was icebound. 
295. Both the Federal Government and the Railways 
have endeavoured to encourage Canada's export and import 
traffic to flow through Canadian channels. One of the 
most recent expressions of national policy with regard 
to exports is the Canadian National Railways Act, 1955 
(Chap. 29, 3-4 Elizabeth II) which containes the 
following Section: 

"O01. The Board of Directors shall so direct, 

provide and procure that all freight destined for 

export by sea that is consigned within Canada for 

carriage to National Railways either at point of 

origin or between that and the sea shall, unless 

it has been be its shippers specifically routed 

otherwise, be exported through Canadian seaports." 
296. In the case of imports, the Federal Government 


has encouraged such traffic to flow through Canadian pert 
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2 by providing a lower rate of duty on goods from united 
Kingdom and other Commonwealth countries when such goods 
4 are imported through a Canadian sea or river port. 

5 297. The railways have encouraged export and import 
6 traffic through Canadian Atlantic Ports by participating 
7] 4n the so-called "Port Parity Rate Structure". This 

rate structure was developed following bitter rate wars 

9 iéncen railways serving the United States Atlantic Ports 
The Port Parity Rate Structure generally equalizes rates 
i1 as between certain ports and provides recognized differ- 
12 entials between others. (For a history of the Port Parity 


Rate Structure See Appendix B of 95 I.C.C. 539, Maritime 


14 Association, Boston Chamber of Commerce v. A.A.R.R. Co.) 
15 To enable the ports and the railways serving them to 
16 share in this traffic, the Port Parity Rate Structure 
17 was made applicable to Canadian North Atlantic and St. 
18 Lawrence River ports as well. 
19! 598. The application of this rate structure to 

20 Canadian ports means that the rates between say, Toronto 
21 and Halifax or Saint John are identical with the rates 
22 between Toronto and New York despite the greater 
2s distances involved to Canadian Atlantic Ports. 
24 299. Because inland transportation charges from and 
- to points in Ontario and Quebec are generally lower in 
. the case of St. Lawrence River ports than they are in 
ar the case of Canadian Atlantic Ports, export and import 
28 | traffic tends to use the St. Lawrence ports when they 
29 | 


are open for navigation. These lower inland charges are 
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brough about by the following two factors which defeat 
the port Parity Rate Structure: (1) the existence of 
more intense truck and water competition from and to the 
St. Lawrence ports than from and to the Canadian Atlantic 
Ports and (2) the provision that domestic rates plus 
terminals may apply instead of the export and import 
rates if they make a lower total charge. 
300. ieuee the yeaa ae of both Government and 
Railways, substantial volumes of export and import 
traffic flow through Weiken States ports. 
301. It is true that the facilities of Halifax and 
Saint John are utilized principally during the period 
when the St. Lawrence River is icebound. This means 
that for two thirds of the year the capital investment 
of the Federal Government in these National Ports lies 
practically idle. 
802), It is the fear of the Atlantic Region that 
the utilization of these facilities may still be further 
decreased by two developments, namely, (1) Winter 
Navigation on the St. Lawrence River and (2) the Inabilit 
of the Port parity Rate Structure by itself to assure 
the maximum volume of Export and Import traffic through 
Canadian ports. 
303. These two developments will be discussed now. 
(2)p Winter Navigation romethe St. »Lawrence "River 
304. The Atlantic Ports of Halifax and Saint John 
have watched with apprehension the introduction of 


numerous winter sailings between overseas ports and St. 
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2| Lawrence River Ports during the Winter of 1959-60. 

3 5305. According to press reports, twenty-two ocean- 

4! going vessels docked at Quebec, P.Q. between mid- 

S| December, 1959 and mid-March, 1960. These twenty-two 

6| vessels discharged 72,000 tons of import cargo and loaded 

7 102,000 tons of export cargo at that Port. Beside the 

8| cargo unloaded at Quebec, P.Q., the M.V. "Eskimo" docked 

9 ey Trois Rivieres, P.Q. on January 4, 1960 with a cargo 
10| of 4,500 tons of Steel and 800 tons of General Merchandis 
| 41] The steel cargo was for Montreal's Place Ville Marie 

12 Project. 

13 306. These tonnages could be considered as losses 

14! to the ports of Halifax, N.S. and Saint John, N.B. 
1S mo quite some extent they also represent losses to the 
Pel iwaye. 

17 Dif. The St. Lawrence River ports are within easy 
| 18 trucking distances of the major centers in Ontario and 
Quebec. Cargo moving through these ports is, therefore, 
20 subject to intense carrier competition. Thus it is not 
21 7” securely rail-bound as it would have been, if it had 
22 moved via the Atlantic Ports of Halifax and Saint John. 
* 308. The railways may, therefore, sustain a loss 
24 in one of two ways: First, if the traffic is competitive 
with highway transport, the railways may have to reduce 
their rates and shrink their revenues considerably to 
prevent the traffic from moving by highway carriers. 
28 


Second, notwithstanding reducted rates, the cargo may 


still be lost to highway transport, thus resulting in 
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the loss of that revenue which the cargo would have 


generated, if it had moved by rail. 


309. 


the M.v. "Eskimo" discharged at Trois Rivieres, P.Q., 


it is understood that only a small rortion of this cargo 


moved by rail to Montreal, 


Pacific Railway endeavoured to meet highway competition 
by establishing a r ate of 36 cents per 100 lbs. 
interesting to note that the regular rate on that steel 


would have been 6134 cents per 100 lbs. at the time the 


traffic moved. 


310. 


revenue on the 4,500 tons of Steel for the movement from 
Trois Rivieres, P.Q. to Montreal, 
approximately $45,000 less than if the railways had 


carried the cargo from either Halifax or Saint John. 


TABLE 7 
From: Halifax, N.S. or To: Montreal, P.Q. 
St. John 
Rail Rate 4,500 tons Stell at 


National Harbours Board 
Top Wharfage Surcharge 


2. From: Trois Rivieres,P.Q. 
Rail Rate 


3. Minimum Loss of Revenue to the Railways 


sh 


by rail, the loss to the railways is considerably greater 


In the case of the 4,500 tons of Steel which 


P.Q. even though the Canadian 


The following table shows that the railways! 


Since only a small portion of this cargo moved 


134. 


Lt. is 


P.Q. would be 


86 cents per 100 lbs. $77,4 


4,500 tons at 4 cents 
per ton 


1 


$77; 


To: Montreal, P.Q. 
4,500 tons Stell at 
36 cents per 100 lbs. $32,4 
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than that shown above. 
ie. There is no doubt that Winter Navigation on 
the lower St. Lawrence River is of benefit to that 
Region of Canada. The ports of Halifax and Saint John 
are concerned, however, that any growth in the movement 
of export and import cagoes through St. Lawrence Ports 
during the winter months will result in a distinct loss 
of traffic to the ports of Halifax and Saint John as 
well as to the railways. 
aa. ' It is respectfully recommended that a national 
policy of port utilization should be developed which will 
Pituretuat the Atlantic Ports of Halifax and Saint John 
will participate to the fullest extent in the export and 
import trade of Canada. 

(2) The inability of the Port Parity Rate Structure 

by Itself to Assure the Maximum Volume of 

Export and ee Traffic Through Canadian Port 
314. As pointed out earlier, the Port Parity Rate 
Structure has provided the same rates between Canadian 
Atlantic Ports and Central Canada as those available from 
and to united States ports such as New york. 
5. The Ports of Halifax and Saint John are 
concerned that the Port Parity Rate Structure by itself 
can no longer guarantee that Canadian export and import 
traffic will flow through Canadian channels. 
316. The diversion of Canadian traffic through 


United States ports is not substantial in the case of 


imports from United Kingdom and other Commonwealth 
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2| Countries. The operation of the British Preferential 

3] Tariff, which provides a lower rate of duty on such goods 
4] when imported through Canadian ports, has apparently been 
5 incentive enough to secure much of this movement for 

6| Canadian channels. 

5 A Be ae It is abvious that if a substantial portion 

g| of the Canadian traffic presently moving through United 

9] States ports could be regained for Canadian Ports, it 

10] would mean much to the economies of the ports concerned. 
im) 318. The Governments of the Atlantic Provinces have 
12] recognized the importance of utlizing the Atlantic Ports 
13 more fully. For instance, at the Conference of the 

14| Premiers of these Provinces held in Charlottetown, P.E.I. 
15] on September 23rd and 24th, 1957, the following resolutio 


16|| was unanimously adopted: 


17 "WHEREAS the aggregate dollar value of Canadian 
18 overseas exports and imports not routed through 

19 Canadian ports in 1955, the latest year for which 
20 complete statistics are available, was $350,000,000; 
21 and 
22 WHEREAS the situation is one of particular concern 
23 to the Provinces of the Atlantic Region; and 
24 WHEREAS the British Preferential Tariff, which 
25 provides a lower rate of import duty on goods routed 
26 through a canadian Sea or River Port, has proved to 
27 be an incentive which has resulted in almost all 
28 imports from the United Kingdom and other Common- 


+ wealth countries being shipped through Canadian ports; 


ie vs 
a . 


= 
- 


; y 
ae 
aboon douse no ytub Yo sitet Towed 6 bie nae 
hw _ 
' | mesd eisnateggs ssn ,ecrTeg asibeaeD Ag ’ hes 


Istinersterd reldind ond to Pe: 


t aes See 
J ‘ot 2tcemevon elus te goum STHO98 od ta 
7 elon 


detvtog Lseidastedus & Ib sedz euatvde at 
: n 
A at k 
bediny davotds anitvom witides eTg oftverd ag ee 80 od. 
oOvn ir » ty 


' v & J y c 

' JE ,e%70% wmbloeade x8? benisyex ad bivos, ero. a a8 
: ; = a a iy) 

. eee hy. 

4 a ro rol 7 7 ms 

sbearesonos adved gid to esimonoos edd o9 da: seem bLu 


Fi on , . 
eved ssoultvots ofdasidA of¢ Yo adwemnteved oot a 


esrod. ofsasistA ont naisiizw Yo sonazvrogqmt ont of. 
i ¢ aT 7 
ait loa soneTesians eid 9S ,eonsten ° i eT 
ef aor 5 iS «a ent + S ie 
bi - F 
1.3.9 ,awosetsoiredd af Bien asontvott saedt to aret 
oltulosst sniwolfot sdz ,.Jeel aces one TES cednezae®, 
: batqobs Visvoritaany 8 


ay 


mstesasv to exisv telieb ssészeTegSe ond : 
. (a ‘fe « 
, . 


A> 

iinvatdidt beiper Jom ssroqmt bas SlTOgXs S69BTSVO — 
= ~*~ 7 

_ 2 ; 2. ‘ 

ftoldw agi tsey tesvel add gel at sero oa hh 


(000,000, 082% ebw .sidslisvs ors eotvanveda steiquos 


+h: slam 


e 


vreoroo rsivobprtq Io smo at aeigeudta edd Zi ASH! 


base ~aolaeah otdasite ait to nooatyon’ usd ot 
he : : 
dotdw ,tiine? Latinertstorg : BAH b 

sista aaheine ond a ALAA 


batzer ebooyg ne ytubh ttegmt to eter towol 6 re 
od boverg eéd “ett ot 19vlfi To ee6 seid Ss 
{is Joma mt bedivest sed dotdw svidmene 
~ Homma D rerido bas moby LA betinw te jor? . 
nape Aguotad bey ira uated eetzd . } 


r ‘wv are | i> 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO L3T 5 


BE IT THEREFORE RESOLVED that this conference of 
the Premiers of the Atlantic Provinces urge the 
federal government £5 join with the Atlantic 
Provinces in studying without delay the possibility 
of providing appropriate incentives to Canadian 
exporters and net HERES importers from non-Common- 
wealth countries designed to channel the maximum 
volume of export and import traffic through Canadian 
Ports." | 
319. It is the respectful submission of the Maritime 
Transportation Commission that a way must be found to 
secure the maximum volume of Canadian export and import 
traffic for Canadian ports. Such traffic would benefit 
the economies of the immediate port areas and overflow 
into the hinterland of these ports. Increased export 
and import traffic through Canadian ports would also 
add to the volume of traffic handled by the railways. 
S20 The Maritimes Transportation Commission, 
therefore, respectfully urges the Royal Commission on 
Transportation to formulate incentives along the lines 
of Scat envisaged by the above resolution. If the 
Commission should, however, conclude that it cannot do 
so within the scope of its investigation, it is respect- 
fully submitted that it recommend the formulation of 


such incentives by appropriate agencies of the Federal 


Government. 
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CHAPTER VI 

HORIZONTAL FREIGHT RATE INCREASES 
321. The question of general freight rate percentage 
increases, commonly known as horizontal rate increases, 
has been of concern to the Atlantic and Western Provinces 
during the post-war years. 
See. As this submission has already pointed out, the 
post-war freight rate increases have borne heavily on 
the Atlantic economy because of the method of applying 
them thorizontally. They have been one of the factors 
contributing to the widening of the transportation rate 
ean between the long-haul Atlantic producers and his 
short-haul Central Canadian counterpart. 
323. The distortion in rate relationships has not 
been caused solely by horizontal rate increases. 
Competitive rate reductions and rate hold-downs elsewhere 
in Canada and not matched in the Atlantic Provinces have 
also contributed to rate distortions. Attempts by the 
Atlantic Provinces to attack these two factors singly 
have failed. 
325. Horizontal rate increases have been opposed by 
shippers and consignees because of the disturbance in 
cents per 100 lbs. or other unit created in the 
relationship between their freight costs and those of 
the short-haul shippers and consignees. 
$25. An illustration of the pure effect of horizontal 
rate increases is found in the rate history on Wall 
Plaster in Appendix V. In this case, none of the rates 


have been subject to competitive rate reductions or hold- 
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é downs. The rates from both Hillsboro, N.B. and Montreal, 
3 P.Q. have been increased by the same percentages. The 
4 only adjustment made in one rate and not in the other 

5 was the reduction in the Hillsboro, N.B. rate on July l, 
6] 1957 when the Maritime Freight Rates Act subvention was 
7 increased. 

8] 306. The post-war horizontal rate advances have 

9 resulted in an increase of 31 cents in the Montreal, 

10 p.Q. rate. On the other hand, these same horizontal 

11] increases have raised the Hillsboro, N.B. rate by 43 

12 cents or 12 cents more than the Montreal, P.Q. rate. 

13| wad it not been for the additional Maritime Freight 

14 Bates Act subvention, the Hillsboro, N.B. rate would 

15 have ian to 46 cents or 15 cents more than the 

16 Montreal, PiQ i pate.. 

17 B27 ¢ From this rate history it can be seen that the 
18] horizontal rate increases have been responsible for 

19 Sieakne the rate difference from 11 cents in 1927 to 

20 23 cents on December 1, 1958. If it had not been for 
the increases in the maritime Freight Rates Act on July 
22 1, 1957, this rate difference would have been 26 cents. 
23 328. The opponents of the horizontal percentage 


increases point out that such increases accentuate 


25 existing rate disparities, worsen the situation of the 
* long-haul shipper and are based on the erroneous assump- 
27 tion that all commodities and movements can bear the 
28 

same percentage freight rate increases. 
29 


329. On the other hand, the railways have argued 
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that horizontal percentage increases are the only 
satisfactory method of deallng with general revenue cases 
and of distributing the burden equitably. Alternative 
methods are said to favour the more distant shipper and 
to disturb competitive relationships between various 
producers. 

330. It is doubtful that horizontal percentage 
increases distribute the burden equitably and maintain 
competitive relationships hetween varivus producers. 

In fact, the exact opposite appears to be the result of 
such advances under the present method. 

wou: As has been shown earlier in this submission, 
certain traffic has the ability to escape in part or in 
full a general rate increase. This has meant that 

traffic which does not have this ability must bear a 
greater share of the increase and the burden is, there- 
fore, not distributed equitably. 

332. Likewise, when ore producer's traffic can escape 
the rate increase and another producer's traffic cannot, 
the competitive relationship between various producers 

is not maintained. 

Go oI Because all traffic is not subject to the same 
rate advance, the present method is no longer a "pure" 
horizontal rate increase. It is in effect one which gives 
hold-downs to shippers whose traffic is subject to intense 
competition. As is evident from Appendices VI to VIII to 
this submission, the traffic favoured with such hold-downs 


consists chiefly of short-haul movements. Thus the impact 
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of the present method on the long-haul shipper is greater 
than it would have been had a "pure" horixontal increase 
been impased. 

334. Criticism of the horizontal method of raising 
railway freight rates by a uniform percentage in Canada 
has not beenconfined to Government spokesmen, shippers, 
receivers and trade groups. 

335. In fact, the Royal Commission on Maritime 
Claims (Duncan Commission) came out strongly against 
horizontal increases in its 1926 report. "By the mere 
operation of railway increases - and having no relation 
to other business considerations - the burden which the 
Trenton (N.S.) plant has to meet now as compared with a 
Hamilton plant is os greater in money than it was 
formerly. ....The railway administration, in giving 
evidence cateae us, agreed that long-distance traffic, 
particularly heavy traffic has been seriously prejudiced 
by the operation of the horizontal increases. (Royal 
Commission on Maritime Claims, 1926, p. 26). 

o56. An exhaustive review of the general rate 
increase decisions of the Board of Transport Commissioners 
and its predecessor, the Board of Railway Commissioners, 
was made by the Turgeon Royal Commission on Transportation. 
That Commission found that in the cases before World War 
II a substantial mumber of exceptions to uniform percen- 
tage increases were made, Following World War II, however 
less use has been made by the Board of Transport 


Commissioners of requiring departures from the method of 
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increasing rates by uniform percentages, although some 
Bubepetons have bean made (e.g. Coal and Coke rate 
increases have been in cents per ton; Potatoes, in one 

of the general rate increase cases, took a lesser 
percentage increase than was authorized for other com- 
modities; and on Cordwood, Edgings, Mill Refuse and Slabs 
used for fuel only, a maximum increase of 2 cents per 
100 lbs. was prescribed in one of the general rate 
increase cases). 

S51: The Turgeon Commission, too, scored the hori- 
zontal method of applying freight rate increases but it 
did not feel that it should recommend statutory or 

other prohibition of such increases. Rather, the 
Commissioners said the remedy was in the hands of the 
railways themselves. If the railways should fail to 

make appropriate allowances for certain types of traffic 
then, the Royal Commission said, “it ought to be the duty 
of the Board to see that they do so." (Report of Royal 
Commission on Transportation, 1951, Page 61) 

338. The practice in the United States has been 
different. There, the Interstate Commerce Commission has 
consistently required the observance of maximum limitationls 
on rate increases for a variety of products. Also, the 
Interstate Commerce Commission has repeatedly authorized 
lower percentage increases for some regions than for 
others and has often made certain inter-regional rate 
increases lower than those applying with the region. 


339. The effects of horizontal rate increases are 


accentuated under present day conditions because 4 
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substantial amount of traffic has the ability to escape, 
either in part or in full, from a general rate advance. 
340. During the post-war years, as more and more 
traffic became able to ascape the general rate increases, 
the base which had to support revenue requirements 
became narrower and narrower. In effect this meant that 
a greater percentage increase on the narrower base was 
necessary, if the revenue needs of the railways were to 
be met. It meant also that, as the percentage increases 
became greater, their impact on traffic subject to them 
became heavier. 
341. Various alternatives to horizontal rate 
increases have been suggested. Among them are the 
following: 

(1) A Lower percentage increase on specific com- 
modities 

(2) <A uniform percentage increase with maximum 
limitations where the resultant increase is higher than 
a stipulated amount. 

(3) A flat amount in cents per 100 lbs. for all 
commodities and calsses of freight. 

(4) Varying flat amounts in cents per 100 lbs. 
on stipulated commodities. 

(5) A lower percentage increase in traffic to and 
from some regions than applicable within the regions. 


(6) A combination of a percentage increase and a 


flat amount in cents per 100 lbs. 
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342, Any of the above alternatives, either singly 

or in combination with one another, would tend to lessen 
the impact of horizontal rate increases on long-haul 
traffic and/or specific commodities. 

343. Any alternative formula which would produce 

a lesser increase on long-haul traffic and/or specific 
commodities must at the same time secure for the railways 
their revenue requirements. For an alternative formula 
to be workable, therefore, the answer to the following 
question anret be in the affirmative: Will the alternativ 
formula enable the railways to obtain from other commodi- 
ties and movements the revenue which they will be forced 
to forego on commodities and movements which, because 

of the alternative formula, are subject to a lesser 
increase than that produced by the horizontal formula? 
344, , Another point which must be taken into account 
in any analysis of the problem posed by horizontal 
“increases is the size of the increase. This was fully 
recognized by the Turgeon Royal Commission on Transpor- 
tation in its Report: "It is the sudden shock to the 
economy caused by large horizontal increases that raises 
the problem, aaa the fact should receive the close 
attention of both the railways and the Board." (Report 

of the Royal Commission on Transportation (1951) P.62) 
4345. Large horizontal increases are also one of 

the factors increasing the attrition and erosion of 
railway revenue. For instance, in 1958 during the 19% 
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Traffic Manager, Canadian Pacific Railway Company, in 
explaining an anticipated attrition factor of 50% in 
competitive traffic, said: "Weight was also given to the 
fact that the increase proposed is 19%." (Transcript 

of Evidence, 19% Interim Increase in Freight Rates Casa 
Octoher 7, 1958, Vol. heeo. iP. asG7 , ) 

346. The obvious inference is that the attrition 

Oe eter would have been less, had the requested increased 
been less. 

SRT. In effect, then, the larger the increase needed, 
the greater the erosion and attrition will be. But, at 
the same time, the greater par and attrition factors 
will, in themselves, raise the percentage by which rates 
must be increased to yield the required revenue. 

348. This would suggest that a solution to the 
problem of horizontal rate increases should be coupled 
with a solution to the proulen posed by the necessity 

of recovering revenue requirements from an ever narrowing 
base of traffic. 

349. It is apparent from what has been said earlier 
in this submission that the effects of the post-war rate 
increases have been accentuated by hold-downs and exemp- 
tions from rate advances on predominantly short-haul 
competitive traffic. If these increases had been "pure" 
ee rate advances, their impact oP long-haul 
Bearric and/or specific commodities deaid not have been 


as severe. 
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350. As indicated in the Introduction, this sub- 
mission has concerned itself only with some of the 
transportation problems which are considered vital to the 
Atlantic Provinces. 
Spl. The vet valid and important submission 
received by the Royal Commission during its Atlantic 
Provinces hearings dealt with many other matters of the 
Pont importance. 
352. The Maritimes Transportation Commission expects 
to comment, during the further proceedings of the Royal 
Commission, on other matters of importance to the inves- 
tigation as such matters arise from the submissions of 
other Meeaeseted parties. | 
353. The mae etnes Transportation Commission hopes 
that the foregoing will be of some assistance to the 
royal Commission in Gee eeiiuans vias. 
Respectfully submitted, 
THE MARITIMES TRANSPORTATION COMMISSION. 


A. Murray MacKay, 


Chairman. 
Ottawa, Canada FPF. B. smith, Q.¢C., 
September 12, 1960. Of Counsel. 


em 


| 
| 
| 
. 


-due élidd ,molzouborsal say RI peseott 
es S| Bee 
ois to emoe ditw yino Tibazs. pps 


- Pd 


efit of Leciv hereblenco 918 dobry aweldorq a 
a & 
~429on 
he 
‘a 
aolteaimdus trnsicogmi bas bilisv Yr8v 


olsnelsza att vsaltub noteeiamoed [syor: odd WB 
oF 


= 


sit to aretdam raifto gem Adiw Flesh agmi<se 
«9on 
etosgxe sotsatmmed soltisdroqensr? somigirem ast 


a 


; a 
LayoH edt To eghtbesserg tedidrul sd? ga iee den mi 


i 


-geval sit et aonsdioaqm@i To ered ven 181130 Ao M0. 


Jo smholeelmdus ade mort setys. atredism dove ae sti 


.sotireq neta 

tinned dolhsetsoqsamerT semis ican edt 
msgeteas omoe To od Iliw wee 
enottersdiieb avr at coin’ 


.bestiadus yiictteeqsen “ae 


(0D MOLTATHOURWANT SANT TIAAM FHT 


J 
«% 28" YRTYUM cA 
neery fori 
Ca > “a 
ew ngine .@ .¥ 
[samuod 7 


ROYAL COMMISSION 


© NE eee he 


%. Le ‘ 


TRANSPORTATION 


HEARINGS 
HELD AT 


OTTAWA. 


OLUME No:: 


84 SEP 


OFFICIAL REPORTERS 
ANGUS, STONEHOUSE & CO.-LT Ds 


372 BAY STREET 
FORONTO 
EM, 4-7383 EM. 4-5805 


DANTE: 


1&° 1966 


ott Pi 
- “ : = " 
y oo la _ 
< - ~ f . : 
™ 
A ‘e a) ~~ : 
‘ . « * ; 
‘ “~ a a -% A 3 
‘ ae - e be! ~ 
- > « Sax 
~ - : | i : 
5 “ 
: = 
= ¢ 
- 
. - 
— - 
/ - 
xa ~~ 
— - - “ 
bal 
- . - ** - 
~ . he < 
Fat J ap ti ae + - 
—“ - S -_ 
( 2 “i ome 
” _ = 
- ° on we > an 
- , ," “- rd _ St ry a 
» . ~~. an 
te Pas - . arnt “¥r * 
e J - Fa . OF el oo meget Hom - 
= Sie = teen =P a ne 
Ps ae O et é ~ “ > 
* - ba dS is ae ; 
. ~. . . e 
a Oo ga Ten : a 
i ae ‘ ogy ey Dae cs 
mF J ~ - ake a « 
. - — 2 as 4~ 
a bie gence = “ 
: ~ 
ares. ap , = eft ae yay B.D. 
i ~ SO at eee, ny ct 
. 2. * - way 208 ; 
= e ee Maga? ets 
me PD PL A lS ee ee 
+ oi hag ae me ITE Ne Be 


sa are . as 
5a a py a ow aap Sara, Fs ss . 
, * S Ten eS ek. - 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


LNDEX 
2 Page No, 


STEEVES, E,T, 
DICKSON, C.F, 


PARKS, A.C. 


Cross-examination 

6 By Mr. Cooper 14485 

By Mr. Frawley 14516 
7 and 14573 
By Mr. Brazier 14539 
By Mr. Mauro 14558 
By Mr. Carter 14578 
By Mr, Hume 14587 


NO EXHIBITS IN THIS VOLUME 


' 


Ea pe le nal eel ay Ml 
gee 
w 


4 


A 1 ry ne 
- Wht ; Rr ia cee 
. ‘a Orit tel SE lee 
Fuse ‘9? : < * yy IX) 

oe is asp e 
STAD ye 


» 


aun’ Pray apie Ex 


yy ’ 
: ; 
(4 ar 
' 
: > a aie ’ 
‘ » Wai b 
1*9 
f 
in ' 
4 , ‘ 
} 
Vi 5 
ya ’ 
\v 
“J 
." ’ 
‘ 
4 
5 7 
J 
® 
; i 
Pane kh 
by 5 
D\ Filan 
. 4, 
j j 
2 ; » 
J 
% 4 
. s 
re 
rie » 
ay) > 
i J 
rey 
J 
j , 
ip 
{ , » 
a F 
_o ' 
bn & 
Cr: & 
ty ; = 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


2 
3 
ROYAL COMMISSION ON TRANSPORTATION 
4 
5 
° Proceedings of hearings held in 
7 the Court Room, Board of Trans-~ 
port Commissioners Offices, 
8 Ottawa, Ontario, on the 13th day 
of September, 1960. 

9 
10 
11 
12 
’ COMMISSION 
i Mr. M. A. MacPherson, Q.C. Chairman 
. Mr. M. Anscomb Member 
16 le 

Mr. A. M. Baich Member 
17 

Mr. RR. Gobeil Member 
18 es 

Mr. H. A. Mann Member 
19 

Mr, A. Platt Member 
20 
21 

COMMISSION COUNSEL 

— Mr. A. G. Cooper, Q.C. 
- Mr. G. S. Cumming 
24 
25 Mr. H. W. Ellicott Adviser 
* 1 Secretar 

Mr. F. W. Anderson secre y 
% Major N. Lafrance Assistant Secretary 
28 
29 


30 


a em le ee 4 Rt yes" ne 


(TSI ORE 


. ' 
Ywsletes2 Jasgalecé 


nt bisd ayate 

-eBatT To, 
8962720 ere 1D a oq 

vsb ager aid mo okt Sere 5980 | 


8 


| * 


navy t arid Wah .ncaendoxmt om, 


uy ry 
ef 


“sadam 
s20noM 
<30 00m 
sedneM 


Yeoda2M 


: Oe «M990 D GA car 
a c 7s ‘hel 


anna 1a oe 


sxcalvbA toootErs ie ; 
A 


ANGUS, STONEHOUSE & CO. LTD. 14485 
TORONTO, ONTARIO 


Ottawa, Ontario, 
Tuesday, 
September 13, 1960 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please. 

MR. SMITH: Mr. Chairman, before the examina- 
tion begins I would like to add that Mr. Ramsay 
Armitage of the staff of the Maritimes Transportation 
Commission is associated with me in the presentation 


of these submissions, 


CROSS-EXAMINATION BY MR. COOPER: 

Qe Mr. Dickson, you will no doubt agree 
with me that the most important proposal put forward in 
the submission of the Maritimes Transportation Com- 
mission is the proposal for revision of the Maritime 
Freight Rates Act? 

MR. DICKSON: yes, Mr. Cooper, that is the 
most important point because it is the one that covers 
all the Atlantic provinces, 

Q. I wish to understand clearly, Mr.Dickson, 
the reasons advanced to support the proposal for such a 
revision. I am going to put those reasons to you and 
please correct me if I am wrong in stating as I under- 
stand it there are two reasons put forward, and for the 
first I might refer you to paragraphs 5e and 53 on 
page 17. 

I am going to read those paragraphs: 


The commercial purpose bearing on the con- 
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struction and operation of the Intercolonial Railway 
was to afford maritime industry access to the whole 
Canadian market, to paraphrase the Duncan Commission. 
In furtherance of this purpose a policy of similar but 
lower rates was adopted for traffic movements over the 
Intercolonial Railway, a policy accorded statutory 
recognition in 1927 by the enactment of the Maritime 
Freight Rates Act. 

It follows, therefore, that any assessment of 
the Maritime Freight Rates Act today must be concerned 
with the Act in relation to original government policy 
regarding rates on the Intercolonial on which it is 
based, i.e., the purpose of the Intercolonial Railway. 
The pertinent question to be discussed in this chapter 
is, therefore: How effective is the Maritime Freight 
Rates Act today in following the purpose of the 
Intercolonial Railway?" 

As I understand it, then, the first reason 
for revision is that the purpose of the Intercolonial 
Railway, as you have defined it in r°-ragraph 52,has 
peen defeated o. vitiated since 1927? 

MR. DICKSON: Yes, those two paragraphs are 
the historical part of our case, Our case, as you have 
stated it there, is based on the history that --- 

?. The first reason, then, is an historical 
yeazon? 

MR, DICKSON: ‘That is right. 

Q. Based on historical promises? 


MR, DICKSON: yes, promised at Confederation a 


> oe wi noldlas 


; oyrav y pecans a 


ie ? 
i 1 


i ns os i ; 
eee lh 
. y iN Li _— d 


ont bas, yawiten 0 fas nL oid 


| 

. ; 

oa 0 jobs. 
| 


a to) ylteiud yey ‘ead a . va 
Dette oft ~-\9ok aetan shen 
Tih ay oe ” 7 
fanensg lo oapeosd YSOL sontes nie fy 199d 


> 


piicsves tavsswg dttw anivasd. nensemont 94 
{set-tnode oft oo sedt asqqtas onttinen Ls Ls 
1SsJse% oft To enuaoed bas ,teqqide aa 
oyawiley edd i971 abaned) Lextaeo nt wees: 


py 


bied need eva setar derlt os «Bombs brain Bid g 


| 


brs eemiiizam et tenkegs es ame tanoneo a 
Sonebiva swoy ms travis notveudte edt nt. wi 


Jelroansts odd Id’ OSAUT oB8q) ts oa Bre: 
fitw sey ft tud Osher SE5q bso, 3 nom > a wl Beh 


ov #5 Aolgeusta 5A3 seslysmue dadt at on, LLet.9 
bajelsiy ooed sed dod asian digtort emidinam odd ; 


SSeogiug ot? tol dais ds oy wh Jol MBO 9W YSOL eon 
. a] 


-weeio od Litw 32 pntdd I bos coer ode 


| 
AP4 


TION) . A .rHigit si Jedd <59Y rHOcAoId ™ j —- 


os oad evivostie easel bas esef emooed Bed 
Shfacko efoltoubes stag ovlanedxe arom end ragatit ¢ 

~9i Smas edd yd beste adem gon ssontyouq obdnslia 31 
aninoshiw srg bos essatvorg besioy srt otdtty snottol 
fatacelion 64% Jo sausoed (atdmoretttb eters 


MBean: 


97 bei oiooee oat of mo evom I wo o JY 


ond? yd .tf Bneterebau I sa mich: 
Awe! 


Soe To Jtoqggue at nolLeasamod nods 


7 


ANGUS. STONEHOUSE & co.i.to. Steeves, Dickson, Parks,cr-ex 1448 
TORONTO, ONTARIO (Cooper ) 


2 I refer you for this reason to paragraph 159 through 
3] 162 on pages 38 and 39, I am going to read those 


4| paragraphs so that we will have it here: 


5 "Historically, therefore, there is ample 

6 precedent for a de-emphasis of distance as a factor 
7 in rate making on Atlantic provinces traffic. 

8 The maritime case for a de-emphasis of distance 

9 does not, however, rest on historical precedent 

10 alone, It is based equally firmly on the 

11 recognition that transportation has a signifi- 

12 cant role to play in raising the economy of 

13 the Atlantic Region to the level of the other 

14 regions of Canada," 


15// Then, I may just refer to paragraph 160 which, in turn, 
16 refers to Appendix IX of the submission, and then I 


17 shall read paragraphs 161 and 162: 


18 "Tt is the respectful submission of the 

19 Maritimes Transportation Commission that, just 
20 as in the past transportation has been used 

21 as an instrument of public policy in the case of 
22 the maritimes, it should again be so used today 
23 as an integral part of any measures which must 
24 be taken to eliminate the general income dif- 

25 ferentials between the Atlantic provinces and 

26 other parts of Canada, " 


27| And then perhaps in paragraph 162 your two approaches 
28 to this problem, or two reasons, are stated: 
29 "The Atlantic provinces are firmly 


: convinced that historical precedent and present 
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ANGUS, STONEHOUSE & co.ito. Steeves,Dickson, Parks,cr-ex 14489 
TORONTO, ONTARIO ( Cooper ) 


need require the de-emphasis of distance as a 
factor in rate making on their traffic," 

MR. DICKSON: Yes, Mr. Cooper, that is the 
case of the Maritimes Transportation Commission -- 
historical precedent and the present economic need 
requires today and for the future, as long as the 
economic need exists, the de-emphasis of distance in 
rates on traffic moving from the Atlantic provinces, 

Q. And those two reasons, do you say, are 
of equal importance in your submission to the Commission? 

MR, DICKSON: It is hard to put a quality 
on either one of them. They are both very important. 

Q. Would you say that one is independent of 
the other? Each one stands on its own feet? 

MR. DICKSON: No, I think they must 
be connected, 

Q. But one -- am I correct in thinking that 
one, nevertheless, is perhaps an alternative to the 
other? In other words, have you got two prongs to 
this application, each one standing separately, or is 
it all one reason -- different facets of the same thing? 

MR. DICKSON: We have based our case on the 
two prongs, and I would think that both of these 
factors must be considered in connection with our 
case. 

Q. All right, Mr. Dickson. You mention 
throughout the submission representations of the 
maritimes which were made to the Turgeon Commission --- 


MR. DICKSON: Yes. 
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Q. --- with respect to a proposed revision 
at that time in the Maritime Freight Rates Act, Was 
the second reason which you advanced in this submission 
urged before the Turgeon Commission, or is this somethin 
new? 

MR, DICKSON: Our submission before the 
Turgeon Commission did discuss the economy of the 
region, but I think that we are emphasizing it more 
strongly today. 

Since the Turgeon Commission, tne economy of 
the region has further fallen behind that of the rest of 
Canada, and we therefore wanted to bring its economic 
situation to the attention of the Commission as 
forcefully as we could. 

THE CHAIRMAN: It is a matter of emphasis. 

MR, DICKSON: yes, Mr. Chairman, it might 
be, 

MR, COOPER: Q. Am I correct in my umer- 
standing, Mr. Dickson, that the Maritimes Transportation 
Commission then considers that the lagging economic 
growth of the Atlantic area, as illustrated by 
Appendix IX, can be and should be stimulated by 2 re- 
vision to the Maritime Freight Rates Act such as you 
propose? 

MR. DICKSON: yes, that is correct, ir. 
Cooper. 

an And that, I take it, involves, then, 


the use of the freight rate structure as an instrument 


of national policy? 
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MR. DICKSON: In the case of the maritimes, 


yes. 


Q. I turn now, Mr. Dickson, to Chapter 2, 
and I want to deal with some points which emerge from 
that chapter, 

That chapter commences on page 17, and I 
direct your attention to paragraph 70 on page 20: 

"It is interesting to note in passing that 

at the present time trucking operations are a 
growing part of the freight service offered by 
many railways, one of Canada's major railways 
being the largest truck operator in the country. 
This is a far cry indeed from the sitatuion a 
few years ago when truck services were viewed 
as feeders to the railways." 
Has the Maritimes Transportation Commission any views 
as to whether or not the railways should be free to 
engage in the for-hire trucking industry or should 
be restricted in any way in engaging in that industry? 
MR, DICKSON: No, the Commission has not ex- 
pressed an opinion on that, Mr. Cooper. 

Q. I refer you to paragraph 80 on page 22, 
That paragraph reads: 

"As noted by Dr. Angus, due to the 

changed nature of the freight rate structure, 
the railways have shifted to a regional pattern 
of cross-subsidization in the practical appli- 
cation of their pricing policy, a policy that 


has adversely affected regional economies 
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2 respect to traffic moving to and from and within the 

3| maritime territory. I presume that agreed charges are 

4/ on the increase? Have you any figures on that at all? 

5 MR. DICKSON: Yes, agreed charges are in- 

6| creasing on maritime traffic, I haven't any figures to 
7| indicate the extent of the increase before me, Mr.Cooper, 
8| put werecognize that there are, Let me express this 

9 clearly: agreed charges are applying on more and more of 
10/ the maritime traffic, just the same as agreed charges 

11/ are playing a more and more important part in the trarfi 
12| on other parts of Canada, 

13 Now, it may be that our agreed charge rate is 
14/ wot increasing as fast as in other parts of Canada, 

15] put I cannot say with the figures in front of me actually 
16 but they are increasing. 

17 Q. Would it be correct to say that there 

18], are more ompetitive rates in the maritimes now than 

19| there has been in the past, and is that trend becoming 


20| more marked? Have you any information on that? 
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ANGUS, STONEHOUSE & co.tro, Steeves, : Dickson, Parks 14493 
cr-ex (Cooper) 

MR, DICKSON: There is an increase in the 
competitive rates in the Maritimes; but in connection 
both with competitive rates and agreed charges, I 
think we must come back to what we said in our brief, 
that with the mere showing of an agreed charge or 
the coming into being of an agreed charge or 
competitive rates doesn't necessarily indicate the 
extent of the competition, 

Qe You are referring now to the 
qualitative factor? 

MR, DICKSON: Yes, that is right, Mr. 
Cooper. 

Q. On page 29, in paragraphs 119 and 121, 
you touch upon the value of service principle and 
you say specifically in paragraph 121: 

"There is no implication that the 
value-of-service principle is obsolete 

but, in the face of the new conditions 

of competition in transportation it has 

become progressively less able to 

function effectively so as to ensure 

the railways sufficient revenues without 

at the same time working hardships on 

regional economies," 

You are no doubt aware, Mr. Dickson, that 
it has been advocated before this Commission that 
the method of fixing freight rates by value-of-service 
be abandoned and replaced by a rate structure 


governed by cost of service, What are your views 
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on that question? 

MR, DICKSON: I do know, as you suggest, 
Mr. Cooper, that the cost of service formula has 
been advanced before this Commission, but I certainly 
don't feel qualified to comment on it, I think I 
could, without getting into the details of the cost > 
of service, say this mch: that, as we say in our 
brief, we don't feel the value-of-service principle 
is obsolete, I think the railway rate structure 
today is still based on the value-of-service, but 
perhaps it is becoming cost of service oriented, 

So it would seem that there may be more room for 
both the value-of-service and cost of service principle 
in the rate structure, 

Qe You do not consider, however, that 
anew principle based on cost of service or new 
principles of rate-making based on cost of service 
should be presently introduced? 

A. No, I don't think that we should 
advocate the cost of service principle, that the 
Maritime Transportation Commission would advocate the 
cost of service principle. 

MR, FRAWLEY: I didn't get the last part of 
your answer, 

MR, DICKSON: I don't believe that the 
Maritimes Transportation Commission would advocate 
cost of service principle. The proposal put forward 
by British Columbia has not been discussed by our 


principals, and perhaps I am commenting on something 
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ANGUS, STONEHOUSE & CO. LTD. Steeves, Dickson, Parks 14495 


TORONTO, ONTARIO 


cr-ex( Cooper ) 
1 
2 I shouldn't be. 
3 MR, COOPER Q: In any event, you have 
4 expressed your view, 
5 MR, DICKSON: Our view is in paragraph 121, 
6 that the value-of-service principle is not obsolete, 
¥ Qe Thank you, Mr, Dickson, 
8 I turn to Chapter III, The first paragraph 


9 of Chapter III mentions as the first requirement for 


10 a valid revision of the Maritime Freight Rates Act 


~ 


wu) (1): hs 

12 "1. It must be able to bridge the 

13 rate gap between Maritime and central 

14 Canadian producers in the important 

15 market of central Canada,” 

16 Now, in bridging this rate gap do I understand 


17 that no regard actually is paid to length of haul? 
18 MR, DICKSON: I am not just sure what you 
19 mean there, Mr. Cooper, But the length of haul from 
20 the Maritimes would be greater than it is within 


21 central Canada. What we are saying is that the 


22 rates from the Maritimes to central Canada should be 
23 at the same level as those within central Canada, 

24 Qe If that rate comes to the same level 
25 as the rates in central Canada, is it correct to say, 
26 then, that distance as between the two hauls then 
27] ceases to be a factor in the rates, practically? 

a MR, DICKSON: Yes. There is perhaps a 

29 distinetion here. The proposal we are putting forward 


doesn't provide that the railways must take the same 
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rate for the greater distance, but the rate paid by 
the shipper for the greater distance would be the 
same as the rate that is paid by the shipper for 
the lesser distance, 

Q. As far as the shipper is concerned, 
the distance factor is eliminated. 

MR, DICKSON: Yes, 

COMMISSIONER ANSCOMB: May I ask a question, 
Mr. Cooper? 

MR, COOPER: Yes, 

COMMISSIONER ANSCOMB: I am not quite clear 
on it; perhaps I am a little dense, Supposing I 
have a plant in Toronto and I want to ship some steel 
one hundred miles; I might have a plant in Sydney 
and have to ship the same steel 1,000 miles. Do 
you say that the rate paid for the 1,000 miles would 
be the same as paid for the 100 miles? 

MR, DICKSON: To make the Sydney rate 
truly competitive his rate should be identical with 
the Hamilton one. That, however, is not what we 
are advocating, Commissioner Anscomb, We are advocating 
the equating of the two rates on an average, so on 
those theoretical movements you have suggested it 
wouldn't necessarily work out that the rate from 
Sydney would be the same as the rate from Hamilton, 

THE GHAIRMAN: But you are de-emphasizing 
distance? 

MR, DICKSON: Oh, yes, very much so, Mr. 


Chairman. 
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MR. COOPER Q: This de-emphasis of 
distance, having in mind we are dealing with averages, 
practically has the effect, so far as the shipper 
is concerned, of eliminating distance in the haul, 

MR. DICKSON: On the general average I 
think it probably would, yes, 

Q. In paragraph 126 on page 31 you refer 
to a number of commodities in Appendix V. What 
considerations governed your selection of the commoditie 
you deal with there in A through G? 

MR.DICKSON: The commodities used and the 
points, the shipping and origin points used were 
based on data we had received from Maritime companies 
as to their competitors, the location of their 

i 
competitors, and their important markets, 

Qe Well, I am just wondering why you 
took steel bars, electric stoves, wall plaster, and 
so on, other than other products, Is there any 
reason? 

MR, DICKSON: No, no specific reason, other 
than we felt these were --- 

THE CHAIRMAN: Typical? 

MR, DICKSON: Typical, yes; and I suppose 
other ones perhaps could have been chosen, But these 
we felt were typical and, as I say, based on data 
we received from the Maritime companies involved, 

Q. Did you, in fact, make any calculation 
Similar to those made in Appendix V in connection with 


other commodities than those you have dealt with in 
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ANGUS. STONEHOUSE co.tro. Steeves, Dickson, Parks 14498 
TORONTO, ONTARIO (Cooper ) cr=-eX, 


that appendix? 

MR, DICKSON: No, we have not, Mr. Cooper. 

I think you should realize there is a good deal of 
work in thse appendices, and if we had I think 
probably there would have been more parts to appendix 
Vv. 

Qe I want to move on to paragraphs 130, 
131 and 133, where you deal with other carriers, and 
particularly on page 33, paragraph 131: 

"While, perhaps, this has not so 

far handicapped water and highway carriers 

too seriously, it undoubtedly has had 

some effect on their ability to compete 

with the railways." 

Have you any examples, specific instances 
which would support that general statement in 
paragraph 131? Have truckers complained that their 
competitive position is being affected by the Maritime 
Freight Rates Act as it presently is in force? 

MR, DICKSON: Yes, they have, 

2. They have complained to the Maritimes 
Transportation Commission? 

MR. DICKSON: Yes, and I believe also to the 
federal government. 

Q. Do you know whether those complaints 
are significant in number, or do you know the nature 
of them specifically? 

MR, DICKSON: I don't feel qualified to 


comment on that. The complaints to us were not in the 
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D form of a - not a formal complaint; just, well, this 


3 Maritime Freight Rates Act --- 


4 THE CHAIRMAN: They have complained to us 
5 as well, 

6 MR, DICKSON: Yes, that is right. 

4 MR, COOPER Q: Now, in paragraph 152 on 


8 page 37 you state: 


9 "In order to vevise the Maritime 

10 Freight Rates Act so that it would 

11 bridge the rate difference between 

12 Maritime and central Ganadian producers 

13 in the markets of central Canada, an 

14 attempt might be made on hand of the 

15 Waybill Analysis to determine the 

16 average rate per 100 lbs.," 

17 and so on, 

18 Perhaps it is just a matter of English 

19 there, but I don't understand that sentence, Perhaps 
20 I am missing it entirely, It is the words: “on hand 
a1 of the Waybill Analysis". 

9 MR, DICKSON: It may be the English there, 
23 Mr. Cooper. What we mean there is an attempt might 
24 be made on data based on the Waybill Analysis to 


5 determine the weight per 100 lbs, 


6 o. Paragraph 159 on page 35 I have 

27 already referred to, I would take it that you see no 
28 difficulty in using the freight rate structure as 

- a means of levelling economic conditions in various 


y|| xvegions of Canada, 
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2 MR, DICKSON: No, we feel that the freight 

3 rate structure can be used to help raise the economy 

4 of the Atlantic region. 

5 Q. And your method is a change in the 

6| Maritime Freight Rates Act such as you propose? 

3 MR, DICKSON: Yes,additional subvention. 

8 Q. Table 4 on page 41: would you illustrate 
9| that table by taking an actual figure, say, $1,000.00 
10} as being a freight bill for a shipment, let's say from 
11]/ Saint John to Toronto, and apply the percentages to 

12] it. Let's say the total bill is $1,000.00 - not the 
13] billed rate but the rate before the 30 per cent 

14] reduction under the Maritime Freight Rates Act as it 
15| presently stands, Taking that figure, then, of 

16], $1,000,00,would you just give us an illustration of 

17 the effect the additional subvention you propose would 
18] have on that freight bill? 

19 MR, DICKSON: I think, if I understood your 
20/| question correctly, Mr. Cooper, you said the $1,000.00 
21) vrepresented the amount of money before the present 

22] 30 per cent is taken off. 

23 Q. That is right. 

24 MR. DICKSON: Now, it is very difficult, 

25| impossible for me to calculate what the shipper would 
26] presently pay standing here, because it is based on 

27| the portion. But suppose we, for the sake of example, 
28] used 15 per cent; that would bring your $1,000.00 down 


by 15 per cent. 
Q. That represents the portion of the haul 
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in the select territory, 

MR, DICKSON: Suppose the portion of the haul 
within the select territory was half of the total 
distance,therefore you would take off half of the 
present subvention from the total rate. 3o we would 
reduce the $1,000.00 by 15 per cent to get the cost 
paid by the shipper today because of the existence of 
the 30 per cent subvention. That would bring it down 
to $850.00, Then we would apply, based on the 1958 
Waybill data, a reduction of 31.3 per cent, 

Qe Make it a third; it would be easier 
for calculation purposes, 

MR. DICKSON: That would be another $250.00 
roughly. 

Q. That $250.00 comes off what figure? You 
are taking a third of the «-- 

MR. DICKSON: The $250,00 would be taken off 
the $850.00, I am told it is actually $266.00; so that 
would reduce the $850.00 to $584.00, 

0. So with the additional subvention and 
using the example that we have, the $1,000.00 freight 
bill total becomes $584,00? 

MR, DICKSON: On that particular example, You 
might perhaps find it hard to get another one like that, 

Q. I just wanted to get further information 
on Table 4 by using figures as an illustration. 

MR, DICKSON: That is an illustration, yes, 

COMMISSIONER ANSCOMB: That means that where 


you have this chap who has to pay $1,000.00, he gets a 
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discount of 41.6 per cent, 

MR, COOPER: He gets the difference between 
$1,000.00 and $584.00, 

THE WITNESS: Yes, in that particular example, 
that is right, 

MR, COOPER Q: You haven't mentioned intra- 
Maritime movements, What is the position of your 
Commission with respect to intra-Maritime movements? 

To leave the 20 per cent where it is? 

MR, DICKSON: Yes, that is correct, 

THE CHAIRMAN: For all carriers? 

MR, DICKSON: No; we are suggesting no change 
in the payment of the subvention, the 20 per cent 
intra-Maritime subvention. 

THE CHAIRMAN: It would be paid only to the 
railways? 

MR, DICKSON: As it is at present. 

MR, COOPER Q: On your movement from the 
Maritime territory into eastern territory you would 
have the additional subventions paid to competing 
carriers, motor trucks and water carriers, but you 
would leave those motor truck carriers, for hire 
people, and the water sarriers in the same position 
as they are now in respect of intra-Maritime movements? 

MR, DICKSON: I am sorry, I wonder if you 
would mind repeating that? 

. You brought in the trucking people in 
movements which would be subject to the additional 


subvention, but they wont come into intra-Maritime 
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TORONTO, ONTARIO (Cooper) 
1 
4 movements at all, as I understand? 
3 MR, DICKSON: No, that is right, 
4 Q. In paragraph 185 on page 43 you refer 
5 there to the rate difference measurement which you have 


ie used in putting forward your proposal. Now, I know 
7 you said yesterday that this rate difference measurement 


was the best that you were able to devise after long 


9 and careful consideration, and I refer to page 14425 

10 of yesterday's transcript. But what I want to know is, 
11 do you consider any other rate difference measurement 

12 or any other method than the one you propose? 

13 MR. DICKSON: I think perhaps we eid have 

14 put it this way, Mr. Cooper, In paragraph 123 of our 

15 submission we set out the requirements and then we 

16 endeavoured to find some way, some plan to implement 

7 those requirements, and this is the plan we have ba 

18 up with, 

19 Q. Did you consider any other plans? Is 

20 there any other alternatives that you would wish to 

21 bring to the attention of the Commission? 

2? MR, DICKSON: Well, in our submission we commente 
23 in paragraphs 134 and 135 onward to 142 of two proposals, 
24 and those have been considered, as shown in our brief, 
25 ) Q. The other proposal is 100 per cent 

26 Saiveutions for movements up to Levis, Diamond Junction, 
7 MR, DICKSON: Yes. 

4 Qe And paragraph 134? There is no other 
oa method possibly not mentioned specifically in your 


submission which you now wish to bring to the attention 
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of the Commission? 


MR, DICKSON: No, 
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there isn't Mr, Cooper, 
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Qe Do other non-rail carriers handling 
freight Maritime to eastern under your proposed 
revision to the Act become entitled to the whole 
subvention, the 30 per cent, plus the additional 
subvention proposed, or just to the additional 
subvention? 

MR, DICKSON: Just the additional subvention. 

THE CHAIRMAN: Does that include air? 

MR, DICKSON: No, as I pointed out yesterday, 
Mr. Chairman, at the present time we feel air carriers 
are not an important medium of freight carrying, but 
I did say that if and when air carriage of freight 
becomes of the importance that some of our other 
surface carriers of today are, then perhaps our 
proposal should be reviewed in that light, 

THE CHAIRMAN: Yes, I remembered that, but 
I would think this morning you are generalizing <-- 
"all" carriers. However, it does not include air 
carriers? 

MR. DICKSON: That is right. Perhaps "all" 
is a little broad in that particular sense, 

MR, COOPER: Q: I want to go now to page 
48, Mr, Dickson, paragraph 207 where you state: 

"While, therefore, the payment of 
subventions directly to users of 
transportation services is attractive, 
administrative difficulties make it 
impossible of easy achievement. It 


would appear, then, that the subvention 
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aim is better met if the assistance 

is paid to the transportation agencies 

on behalf of those in need of it, 

If that is done, equality of 

treatment should be given by the 

payment of the subvention to all 

types of for hire carriers," 

You have just said that would not include 
air carriers at the present time but might in the 
future. My question with respect to that paragraph 
is this, that in so far as payments of subventions 
to carriers other than the railways are concerned, 
such payments cannot be justified by historical 
premise or prececent, or am I correct in that? 

MR. DICKSON: That is true, I suppose, The 
earlier years we had practically no other transportation 
means other than the railways, but today transportation 
means much more than the railways. It includes the 
trucking industry, water carriers, and perhaps it may 
in the future include the air carriage, 

Qe So, in so far as any justification, 
if I may use that word, for payment of subventions to 
for hire carriers other than railways is concerned, 
such justification cannot be sought in history and 
precedent -- or, in the precedent of history? 

MR. DICKSON: Yes, I will go along with that. 

Qe Table 5 on page 50 you set out an 
estimate there of the cost in 1958 of the additional 


subvention on rail carload traffic based on data in 
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the 1958 Waybill Analysis, I merely wish to add 
to those figures the cost of the present Maritime 
Freight Rates Act payments in 1958 and 1959, and I 
believe the figure to be 30,150,000? 

MR, DICKSON: That is right, yes. 

Q. That is what you paid in 1958 - 1959 
through the Maritime Freight Rates Act? 

MR, DICKSON: Actually it is 30,150,750. 

@, And I believe that shows in Exhibit 
20A? 

MR. DICKSON: That is right. 

Q. Paragraph 155 on page 37, you mention 
the Waybill Analysis there and you say: 

"To the extent, however, that the 
waybill analysis is reliable, the 
calculation of average rates on broad 
categories of traffic such as intra 
and inter-territorial movements would 
appear to be justified." 

Have you any suggestions as to how the 
Waybill Analysis can be made reliable to a greater 
extent than it is at present? 

MR, DICKSON: Perhaps I am going to get 
into the field of statistics which I don't know too 
much about, 

Q. Well, I know less, 

MR, DICKSON: The larger sample you have, 
I believe the more reliable it is. 


Q. Are you just suggesting then there 
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should be a larger sample, or are you making any 
suggestion with respect to the W2ybill Analysis? 
You say there, "to the extent the Waybill Analysis 
is reliable", which suggests to me you think perhaps 
it could be made more reliable? 

MR, DICKSON: By taking a larger sample you 
would, according to the way I understand the workings 
of statistics, make a more reliable sample. 

Qe And that is the only point you have 
in connection with this? 

MR. DICKSON: Yes. In that same paragraph 
we say, “undoubtedly, a larger sample would provide 
better basic data," 

THE CHAIRMAN: - The one per cent is too low, 
you think? 

MR, DICKSON: I think it could be perhaps 
considered too low. If you go to break it down, 
well then, the finer you break it down the more 
unreliable it becomes, so I am told by the people who 
prepare it in the Board of Transport Commissioners, 

MR, COOPER Q: You have no other points, 
then, in connection with the Waybill Analysis other 
than that? 

MR, DICKSON: I think we are quite prepared 
to have our plan based on the one per cent sample. 

It may be that if there is some question of the 
Vaiaity of the one per cent sample, then a larger 
sample perhaps could be done for the parts that 


are considered unrelieble, 
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Q. I am going now to Chapter IV, the 
Newfoundland situation, which I don't intend to 
cover in any detail because your points are all there, 
I would like, perhaps at the expense of repetition, 
to give what I understand to be a summary of Newfoundland's 
case, First, that the water competitive rates be 
extended for the remaining four months of the year 
and the railways be reimbursed by means of a subsidy? 

MR, DICKSON: Yes, that is one, 

Q. And secondly, that the effect of the 
water gap be removed by way of a subvention? 

MR. DICKSON: That is right. 

G3 And thirdly, that careful consideration 
be given to construction of a container ship? 

MR, DICKSON: That is right. 

Qe Have you made any estimate as to the 
cost of any one of these three matters, or the total 
of the three? 

MR, DICKSON: No. The extension of the 
competitive rates would be impossible for us to 
estimate, The bridging of the water gap is impossible 
to estimate accurately, and as far as ship construction 
is concerned, I don't know whether anybody can 
estimate it right the first time -- when we think 
about Newfoundland ferries, 

Qe In any event, these suggestions are 
put forward, but you have no ideas at all as to the 


cost? 
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be very substantial. That is just a personal opinion 
and may be way wrong. 

Q. But whatever it costs, the suggestion 
in any event is put forward that these subventions 
and this ship should be supplied? 

MR, DICKSON: Indeed it is, 

Q. I refer you to paragraph 268 dealing 
with the Newfoundland situation on page 61. There 
is a figure there of $300,million occurring in 
this sentence; 

"In the submissior presented by 

the government of Newfoundland, it 

was stated that Newfoundland ranks 

third as a market for Canadian products 

with annual purchases of $300 million," 

You have given the source of the figure 
as used in the submission, but do you know its ultimate 
source? 

MR, DICKSON: No, I am afraid I don't, 

Qs It seems very high. 

MR, IICKSON: I am not sure whether the 
Newfoundland brief sets out how they calculated that 
or not, but I certainly don't know. 

Q. I am only going to touch very briefly 
on Chapter V, and I should like to ask this general 
question first arising out of that chapter, Has 
the MaritimesTransportation Commission any information 
by way of any study they might have made or otherwise 


of the effect of the St. Lawrence Seaway on Canadian 
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Atlantic ports? 


MR, DICKSON: In reply to that, Mr. Cooper, 
I might mention that the premiers of the Atlantic 
provinces authorized the Maritime Transportation 
Commission to have initiated a study on the effects 
of the St. Lawrence Seaway on the Atlantic provinces, 
That study has been begun and I hope very soon it 
will be completed, but as yet I haven't seen any 
conclusions that the economists who are making the 
study have drawn, and I can't comment on it. If 
you are interested in this matter perhaps we could 
file a copy of the report when it is completed with 
you. I think it will be done before your Commission 
is through. 

Q. How soon do you expect the report 
to be available? 

MR, DICKSON: We hope it will be finished 
by the end of this year. 

Q. Perhaps you will be good enough, 
when that report is ready, to let us have a copy of 
ait. 

MR, DICKSON: I think there will be one 
part of it completed very soon, and there will be 
a part 2 which won't be quite so soon. 

Qe Would you be good enough to file part 
1 as soon as you have it and part 2 later, with the 
secretary? 

MR, DICKSON: Yes, I will. 


<i Dealing generally with chapter V, The 
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Railways and Canadian Atlantic Ports, I consider that 
this matter cannot perhaps properly be dealt with 

by this Commission within its terms of reference, 

and particularly the recommendation contained at 

page 70 in paragraph 313 where you refer to a national 
policy of port utilization. If you have any conerete 
Suggestions as to what this Commission might do in 
this matter, and having regard to its terms of 
reference, perhaps you could put them forward, otherwis 
I don't see this Commission can do much about the 
matters which you have raised here, Perhaps they 

may be referred to the Vice Chairman of the National 
Harbours Board. 

MR, DICKSON: Could I have some time to 
think about that particular question and perhaps 
answer it later on? 

Q. Yes, certainly. Chapter VI is 
concerned with horizontal freight rate increases 
about which we have heard a great deal, and I refer 
you particularly to paragraph 341 where various 
alternatives to horizontal rate increases have been 
suggested, and you list a number of them, Have you 
any specific solution to put forward with respect 
to this problem of horizontal rate increases? 

MR, DICKSON: We are not putting forward 
any particular one of those, We say that any of 
them, either singly or in combination with the 
others, would tend to lessen the impact of horizontal 


increases on long haul traffic. 
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MR, FRAWLEY: lr. Chairman, I hope the 
witness understands he may be infringing Manitoba's 
patent for Item No. 6? 

MR, DICKSON: I think Manitoba has mentioned 
Item No, 6 in their submission in Winnipeg last 
February. 

MR, SIN LAIR: Oh, they did it before that, 

MR, COOPER Q: But you have no specific 
solution which you wish to put forward before this 
Commission on this subject? You really have these 
various alternatives and are not suggesting one above 
the other or making any specific suggestion? 

MR. DICKSON: We are not suggestion one 
above the other or making any specific suggestions 
there, We say the solution to the problem of the 
horizontals should be coupled with the problem 
posed by the necessity of recovering revenue 


requirements from an ever narrowing base of traffic, 


@----Short recess. 
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TORONTO, ONTARIO (Cooper ) 
1 = 
2 THE CHAIRMAN: Order, please, 
3 MR, COOPER: Q. Mr. Parks, I refer you to 


4 Appendix IX, page 1, in volume 2, and to the first 


5 paragraph, and the introduction: 


6 "It should be noted that the purpose of 

7 the section dealing with aggregate and per capita 
8 growth is to present material of sufficient 

9 dependability to indicate trends in the economic 
10 development of the Atlantic provinces, rather than 
11 to provide actual statistical data. None of the 
12 figures which appear in this section should be 

13 accepted as an actual and accurate measure, but 
14 may be used, in relation to other figures, to 

15 suggest trends and comparisons. This is also 

16 true when consideration is given to the constant 
17 gross value figures for industrial sectors," 


18 I should like you to comment on and explain particularly 
19 the words "none of the figures which appear in this 


20 section should be accepted as an actual and accurate 


" 


21 measure . « « « 

22 MR. PARKS: Mr. Cooper, the term of 

23 measurement used for aggregate gross is gross pro- 

24 vineial product. It is designed to correspond with 
25| gross national product at the national level, 

26 Now, gross national product figures are 

27 provided for us by the Dominion Bureau of Statistics. 
28 DBS is, of course, concerned with presenting an actual 


29 and accurate measure of total or aggregate activity 


in the country as a whole. 
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At the provincial level we do not have the 
necessary information, the necessary raw data, to measure’ 
with the necessary degree of accuracy what we have called 
gross provincial product; but we have developed a 
technique, and if we applied this technique to the 
same data year by year we feel that we have developed 
something which will indicate a trend in the aggregate 
output of the economy of the Atlantic provinces, but at 
the same time we would caution that we have not produced 
a figure which would indicate an actual measurement for 
any one year, 

Qo Has the Dominion Bureau of Statistics 
played any part in the compilation of the gross pro- 
vincial product figures? 

MR, PARKS: No, they have not, Mr.Cooper. 

They have been very much interested in this, but as I 
indicated just a moment ago because DBS is interested 
in an actual and accurate measure for any particular 
year, because information is not available because our 
data is not available, they are unable to do this 

at the provincial level. 

Qe You mention in your Appendix transfer 
payments. I realize that I should know what that term 
means, but I do not. Would you mind enlightening me 
on it? 

MR. PARKS: Transfer payments, Mr, Cooper, are 
moneys which are transferred from one person to another 
through the medium of government fiscal policy, They 


include such things as unemployment insurance benefits; 
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old age pensions; children's allowances. 

Q. Are those payments all federal 
government payments, or are there some that are provincia 
payments? When you use the term "transfer payments" 
you are referring only to federal? 

MR. PARKS: Well, I am referring to all 
transfer payments, of course, from the provincial or 
federal level, but the vast majority of them comes 


through the medium of federal fiscal policy. 


COMMISSIONER MANN: Do you put the Atlantic 
provinces' adjustment grants into that category? 

MR, PARKS: No. 

COMMISSIONER MANN: You do not? 

MR. PARKS: No. 

MR. COOPER: Thank you, Mr. Parks, that is 
all, Mr. Chairman. 

THE CHAIRMAN: Mr. Frawley? 

MR, FRAWLEY: I have a few questions for Mr. 


Dickson. 


CROSS-EXAMINATION BY MR, FRAWLEY: 

Q. Mr. Dickson, on page 70 -- well, dealing 
with this whole chapter, which begins at Chapter V, 
"The railways and Canadian Atlantic ports" -- I want to 
be quite clear, You seem to complain, and looking 
perhaps at paragraph 218, when you are referring to 
the Resolution of the Premiers of the Atlantic Pro- 
vinces, you say there -- at least, this Resolution 


does, which you are presenting to this Commission: 
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"Whereas the aggregate dollar value of 

Canadian overseas exports and imports not routed 

through Canadian ports in 1955, the latest year 

for which complete statistics are available, 

was $350 million..." 

Yesterday my friend Mr. Smith put the 1958 figure on 
the record, which was $428 million, 

You are complaining that Canadian traffic from 
central Canada and western Canada, and the maritimes, 
for that matter, going out overseas does not go through 
Atlantic ports to the extent you would like to see them 
go? 

MR, DICKSON: Not only Canadian Atlantic 
ports, but all Canadian ports. The central Canadian 
traffic that happens to be moving through United States 
channels -- now, if it moved through Canadian channels, 
4t would undoubtedly move through Montreal and Quebec 
and other Canadian ports as well. 

Q. I would just like to understand the 
import of the matter. You said yesterday that the 
rates -- suppose that a carload of traffic destined 
for Europe, somewhere in Europe, or Africa, but going 
out through some Atlantic port -- suppose that the 
rate from, say, Toronto to Halifax or Saint John, New 
Brunswick, was the same as the rate from Toronto to 


New York? 


MR, DICKSON: The port parity rate would be 


used, 


S. The port parity rate would be used? 
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Well, the freight rate to go from Toronto to Halifax 
would not be any higher than the freight rate to get 
it from Toronto to New York; is that right? 

MR. DICKSON: If it was a port parity rate; 
but there may be a lower rate available on export 
traffic through an American port than a port parity 
rate, 

O. Of course, it may be all leaking out 
from these special competitive rates which apply to 
New York, Boston and Baltimore, and do not apply to 
Halifax and Saint John; is that what you say? 

MR. DICKSON: That would be a factor in 
diverting traffic through American ports. 

Q. Well, then, that would not be any fault 
of what you call the port parity rate structure? 

MR, DICKSON: If there was only the port 
parity rates, and if the traffic moved solely because 
of transportation cost, then the Atlantic ports and 
Montreal-Quebec should be able to compete equally with 
New York, Baltimore, and so on, 

Qo Well, if they are not -- if you find in 
fact that the American ports are getting a good deal of 
Canadian traffic outbound for overseas, then to what 
do you ascribe it? 

MR. DICKSON: Partly to the fact that they 
are lower rates which will apply on export traffic 
via New York then via Halifax, using those two points 


as examples. 


Q. Would that be the main reason? 
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MR. DICKSON: I don't know whether it is 
possible to describe the main reagon, The National 
Harbours Board have said there are other reasons, and, 
among them, of course, is this one we have mentioned, 

Q. Well, to the extent that it depends 
upon and results from special low rates, either arising 
out of the competitive factor or otherwise that sends 
Canadian goods destined for even Commonwealth countries 
from the ports of Boston, New York, Baltimore, and so 
on, then there is little you can do about it from the 
standpoint of the port parity rate structure? 

MR, DICKSON: I wonder if you would repeat 
that, Mr. Frawley, until I just get clear in my mind 
what you mean? 

Qe Well, if a good deal of Canadian traffic 
destined for overseas is going to American ports, 
rather than to Canadian Atlantic ports, because there 
are special rates by the railways -- American or 
Canadian, or a combinatbnof both -- which do not apply 
from the same origin in central Canada to the Canadian 
Atlantic ports, then that is a transportation problem 
over which your organization, of course, I Suppose, 
has little control? 

MR. DICKSON: Well, we try, and the railways 
have been cooperative, to secure as many of the rates 
which are lower to New York than the port parity rate 
structure, We try to secure the extension of them 
to Halifax and Saint John. It is not always possible. 


Q..., No... Well,. then, --- 
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(Frawley ) 


MR, DICKSON: I should mention, Mr.Frawley, 
some of the other reasons, and I think that will help 
clear up the other matter. 

A good many of our Canadian companies are 
controlled by American interests, and the parent company 
will very often dictate the routing of the traffic, 

Q. That is certainly what I wanted you 
to put on the record to this Commission, but before I 
come to that -- and I will come to that -- I would just 
like you to apply your mind again to the question which 
I raised, and that is the existence of more favourable 
rates from Canadian origins to United States port 
destinations than from those same Canadian origins to 
Canadian Atlantic port destinations. 

Now, you say there are such things? 

MR, DICKSON: Yes, 

Q. All right. Have you ever approached 
Canadian railways asking them to meet those Canadian 
rates, which obviously mst be either a single factor or 
joint through rates or a combination over the border 
rate; have you asked the railways to meet those rates 
and let the traffic go through Halifax and Saint John? 

MR, DICKSON: We have, yes. 

Qe And what has been the answer? 

MR, DICKSON: They have met some. 

Q. But not all? 

MR. DICKSON: Perhaps I can give this exampic, 
We prepared a very extensive study /for them within the 


last year, and we indicated a number of rates that were 
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lower through American ports than through Canadian 
ports. The railways are working on it. They have 
given us some comments on it, and they have established 
one or two lower rates, as a result of that study, 
through Halifax and Saint John, equal to the rates 
through the American ports, 

Q. Well, one or two out of how many? 

MR, DICKSON: A great number, couldn't 
put a figure on it. 

Q. Well, one or two out of fifty? 

MR, DICKSON: I cannot put a ane on it, 
Mr, Frawley. It was pages and pages. 

Qe All right. One or two out of pages 
and pages; and they are working on the rest of them? 

MR. DICKSON: That is right. They have 
given us some comments on the rest of them, and they 
say they are working on the remainder, 

Q. You mentioned the fact that the routing 
of traffic -- Canadian manufacturers! traffic seeking 
a market in Europe, Africa, the British Isles -- that 
the routing of that traffic is in some instances 
controlled by the parent company of the Canadian 
manufacturer? 

MR. DICKSON: Yes, that is right. 

Q. And that policy, when it is worked out, 
sends the traffic over Canadian railways just to the 
border, and then over American railways, and then 


to an American port? 


MR, DICKSON: If the parent company routes 
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the traffic through ee ports, your reconstruction 
would be right. 

Q. So that not only do the Canadian railways 
get a short haul out of it, rather than a long one, 
but the Canadian Atlantic port gets no good at all 
out of that, obviously? 

MR. DICKSON: That is true, If it goes 
through New York, it doesn't go through Halifax, 

Q. That is a pretty serious situation, is 
it not, for the Canadian Atlantic ports-- speaking of 
them and not of the railways for the moment? 

MR, DICKSON: Not only for the Canadian 
Atlantic ports, but I think, I am sure, the ports of 
Montreal and Quebec feel that this is a serious situa- 
tion for them, 

Q. Well, now, have you brought that 
matter to the attention of the Prime Minister of 
Canada? 

MR, DICKSON: The Maritimes Transportation 
Commission has not. - 

Q. The Maritimes Transportation Commission 
has not brought that situation to the attention of 
the Governor General in Council? 

MR, DICKSON: I am not sure of the distri- 
bution of this resolution of the Atlantic Premiers, 
but if they are urging the federal government to join 
with them in studying incentives, then it must have 
reached somebody in the federal government, 


Q. Well, Mr. Dickson, I do not want to be 
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hypocritical but I look at that resolution at the 
top of page 71 and I see you are urging the federal 


government to join with your provinces in studying the 


possibility of providing appropriate incentive and 


sO on, and so on; but, in the event that is the 

only think you can point to as the manner in which 
this situation which you have described, which means 
a great loss of traffic to Atlantic ports --- 

MR, DICKSON: And Montreal and Quebec, 
too, 

Q. And this resolution is all you can point 
to as the manner in which this has been brought to the 
attention of the Prime Minister of Canada? 

COMMISSIONER ANSCOMB: May I ask a question, 


Mr. Frawley, without interrupting you? May I ask 


_ what would be the position; it does not necessarily 


say, surely, that because you can ship as cheaply 
or cheaper to Boston or New York that every shipping 
company is going to come up to Halifax just to satisfy 
you, when they can get that from Boston or New York? 
MR. DICKSON: There are a number of factors, 
as I said, Commissioner Anscomb, that affect the 
routing of traffic. There is the rate; the control 
of the Canadian companies in frequent number of 
sailings, as you mentioned; financial arrangements, 


letters of credit, and so on. So, there are a number 


of factors there. 
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TORONTO, ONTARIO (Frawley) 
1 

2 Qe Now, Mr. Dickson, can you give me an 

3 example of the kind of traffic that is destined for 

4 markets overseas, manufactured in Canada by companies 
5 owned or controlled in the United States, where this 

6 - gituations arises? Can you give me an example, one 
7 or two? 

8 MR, DICKSON: Automobiles. 

9 Qe Yes, automobiles; that is exactly the 


10 one I had in mind. So what you suggest is that Ford 
11 cars manufactured by the Ford Motor Company in either 


12 Windsor or Oakville and destined for European markets 


13 are routed from Boston rather than Saint John at the 
14 direction of this company that is controlled in the 
15 United States, 

16 MR, DICKSON: I don't know that I can state 
17 definitely that it is Ford cars; but 86 per cent 


ef the automobile freight and passenger exported from 
Canada move from United States ports. 

Q. Eighty-six per cent of the motors 
manufactured in Canada moving to European markets 
move from United States ports? 

MR. DICKSON: That figure is based on data 
from the National Harbours Board. 

COMMISSIONER MANN: What year is that, Mr, 
Dickson? 

MR, DICKSON: That is for 1958, 

MR, FRAWLEY: Can you say whether it has 


improved or deteriorated in 1959? 


MR, DICKSON: No; the figures are not availabl 
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for 1959. 

Q. And do you know that the only way 
that it is brought to our attention is by that 
resolution which was read out on page 70 and over to 
71 in this brief? 

MR, DICKSON: I can only speak for the 
MaritimesTransportation Commission, The National 
Harbours Board, I am sure, keep the government advised 
of those things, and the government is truly aware 
of the necessity of directing traffic through Canadian 
ports, It is one of the expressions of national policy 
as contained in the Act of 1955, 

Qe You told Commissioner Mann that those 
were 1958 figures. This situation didn't arise in 
1958; it has been going on for many years, 

MR. DICKSON: I think that is a fair statement, 
yes. 

Qe And the National Harbours Board has 
been there for many years? 

MR, DICKSON: Yes. 

e. Eighty-six per cent of cars manufactured 
in Ganada and destined for markets overseas go through 
American ports rather than Canadian ports and your 
Maritime ports lose the benefit of that traffic, 

MR, DICKSON: We wouldn't expect to get all 
that traffic. We would do well to get a small part 
of it, 

a. You say on page 43, starting perhaps 


at the bottom of page 42,that you are not asking for 
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(Frawley) 

any change in the subsidy on traffic moving from the 

Atlantic provinces to western Ganada, Now, why do you 

say that? 

MR. DICKSON: I think we have it fairly 
clearly in paragraph 181. We say: 

"The horizontal rate increases and 
competitive rate reductions and hold-downs 

Which have whittled away the benefits 

of the Maritime Freight Rates Act on 

traffic from the Atlantic provinces to 

central Canada have not affected the 

Maritimes to western rates to the same 

degree," 

Oy Well, you get a subsidy on the portion 
of haul that ends at Levis, Diamond Junction? 

MR, DICKSON: Yes. 

Q. And after that it either goes to, 
central Canada or western Canada? 

MR, DICKSON: I am sorry -- 

0. After the traffic leaves Levis, Diamond 
Junction, its destination is either central Canada or 
western Canada? 

MR, DICKSON: Yes, the destination of the 
traffic must be somewhere west of Levis, Diamond 
Junction, 

Q I don't understand why you don't 
want the subsidy increased on the traffic moving to 


western Ganada as well as on the traffic to central 


Canada? 
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MR. DICKSON: The rate relationships have not 
been disrupted to the same extent as they have been 
to central Canada, 

A There are new agreed charges to western 
Canada; practically every day there is a new agreed 
charge on that traffic. Now, I don't understand, 
Perhaps I am wrong. 

MR, DICKSON: There are a fair number of 
agreed charges from central Canada to western Canada, 
I think I should refer, Mr, Frawley, to the example 
I gave yesterday on the confectionery where the 
differential between the Halifax and Montreal shipper 
before the horizontal rate increases was eight cents, 
and now it has only grown to 11 cents. So there isn't 
the disruption there that you see in Appendix 5 of 
a differential of 20 cents to our advantage becoming 
26 cents disadvantage. 

Q. You say you can get your goods into 
western Canada but you find it difficult to get 
these into central Canada because of the competition 
in central Canada? 

MR, DICKSON: Yes, 

Qe Is it because the candy manufacturers 
are fewer and far between in western Canada? 

MR, DICKSON: I don't know how many 
confectionery manufacturers you have in western Canada, 
but for Maritime companies competing in western 
Canada with the central Canadian companies the 


differential between their rates and those of central 
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Canadian companies has not been disturbed to the 
same extent, 

Qe You find it difficult to get in? That 
is what you call de-emphasizing the distance, You 
want to get the manufacturers in, say, Halifax to 
Toronto as against the shipment which may come from 
London, Ontario to Toronto, 

MR, DICKSON: Yes, 

Q. And you want this subsidy, de- 
emphasizing the distance? 

MR, DICKSON: Yes, 

Q. That de-emphasis isn't allowed to 
work out there, 

MR, DICKSON: I am familiar with the A and 
B group, Mr, Frawley. 

COMMISSIONER GOBEIL: If there was a 
distortion in the west you wouldn't be justified 
historically to ask for the Maritime Freight Rates 
Act to be applied to western Canada? 

MR. DICKSON: You say we would not be 
justified on the historical reasons to make the 
Maritime Freight Rates Act applicable to western 
Canada? 

COMMISSIONER GOBEIL: Yes? The idea 


was to make the western market accessible to the 

Atlantic provinces. ‘ 
MR, DICKSON: The Duncan Commission didn't 

say central Canada; it said the larger markets, I 


believe, in central Canada, 
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MR, FRAWLEY Q: The candy manufacturer in 
London, Ontario shipping into Calgary and Edmonton 
and one in Halifax - I think you. would find that 
the candy from London moves in on an agreed charge, 

MR, DICKSON: That is right, 

Qe in any event, from St. Stephens, 
Halifax, it may be on an agreed charge, too, 

MR, DICKSON: That is right, 

Q. You say you have got those two agreed 
charges so geared that you don't find difficulty in 
holding your markets in Edmonton candy as against 
London, Ontario ,candy. 

MR. DICKSON: I think maybe because of agreed 
charges this differential hasn't grown. 

THE CHAIRMAN: In any event, you are not 
asking for it? 

MR, DICKSON: That is right, 

MR, FRAWLEY Q: I suppose if you are not 
asking for it we should be thankful and go on to 
something else, 

Now, I know that for a long time the 
Maritimers complained they lost New England markets, 
But don't you ship some fish and lumber into the 
United States? 

Mm, DICKSON: Yes. 

Q. I don't mean live lobsters but the 
Old-fashioned cod fish and such things? 


MR, DICKSON: Yes, there is a movement of 


fish to the United States, 
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Q. Do you get the benefit of the Maritime 
Freight Rates Act on those movements? 

MR. DICKSON: No, 

Qs Beeause the fish would have to go up 
to Diamond Junction, Levis, 

MR. DICKSON: It may go that way now, It 
depends on the routing of the traffic. But that is 
beside the point. The Maritime Freight Rates Act does 
not provide for reductions on traffic going to the 
United States, 

Q. Is that because you feel you should be 
able to get into New England through some closer 
gateway than Central Canada? 

MR, DICKSON: No, Mr. Frawley. I think, if 
you recall the Duncan Commission report, they did 
recommend that there be a reduction to the United 
States, but that was not implemented by the government, 
in their wisdom, 

Qs Why are you not asking for it to be 
implemented here now? 

MR, DICKSON: The Maritimes did ask strongly 
when the Duncan recommendations were made, but it has 
not been implemented, The decision the Government of 
Canada took at that time was that they could not, by 
statute, ask the Canadian railways to reduce their 
rates only to have the United States railways, over 


which the Canadian government has no control, increase 


theirs. 
Q. Now, in paragraph 182, that is the 
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matter of the arbitraries, you say: 
"Rates from the Atlantic provinces 

to western Canada are based principally 

on the rates from what is commonly 

called A and B territory plus a series 

of arbitraries, The arbitraries, which 

bear little or no relationship to the 

distance involved, coupled with the 

present Maritime Freight Rates Act 

subvention, have enabled Atlantic 

provinces industry to retain a foothold 

in western Canadian market." 

So in our discussion a few moments ago we 
might have and perhaps should have included the fact 
that you have the benefit of the arbitraries. 

MR, DICKSON: Yes, the arbitraries are part 
of the rate structure to western Canada, 

Qi Do the arbitraries work both eastbound 
and westbound? 

MR, DICKSON: Yes, they do. 

Qe If we have goods originating in 
Winnipeg, say, destined for Halifax, it moves to Halifax 
on the Montreal rate plus an arbitrary? 

MR, DICKSON: Yes, if it is a class rate. 
Perhaps I should make that point clear. I think you are 
familiar with it. It is not two separate factors; it 
is all combined as one rate, 

Qe And in connection with the rates that 


are subject to the Maritime Freight Rates Act, they 


7 
rt ete ar 


(om) ie 
See 


yen LOY aa ide ‘silt t0 
esoaive1g oltasléa oxtd won? esdan" | eh 
ell: agion.s .¢ besed ow tinh? crradeow OF 
eieomaoo st daw mort aster oid nO Ae ( 
asinse 5 asiqg Yrotiaved & buns A beliso 4) 
dotdw ,selventidts eff .eelssatidus, To ent 
ead o2 qisdeaoldafses oa mo efdttt used. ey 
end diiw beigquoo bevioviat sonsdelbh shane. 
JoA sets IdgbexT enti iueM Jassetqg —” “ 
ofdasliaA hSeldans evsed .noliaevdys poate 6 ai 
hbLledjoot s nistes of yalaubal esontvord 
" Jovem shthoned gpretveew at 
ow OBS simemcm wel s soleavoelh a0 wh o8) Were  G | 
domi eft bebulenl eved Siwora egeciisq baw evad tdgim 
_cofsetdidns sii} to shtened eft eved! yoy dedi 
drsq 9us selasiiidus env aes sMOeHoOIa mM vi 
ehsnsd exevesa ov saints ‘esses ond as 
Dbewodasea diod stow eekusteidas edz of rt 2.9 
Shasodteow bas 
.0b yer? ,.e0Y : WOBMDIT Bit bof : 
at antientj3ivo aboog svsd sw TL < 
xfSiiish od ssvoin Jt .xBilfiaH tol bentveaeb gysse’ ,gegiaaky 
wyusrwidw as evig oder Isextaom edd ao 
998% BaSlLO 8 ef FR Tk .esY sMOBAOIG’ [AM | 
eas voc winkd? I -.2g0fo tnieq ¢tsd? see bivore id ‘aqarixed : 
JL yemdost etaetagqss ows Jon si dE wetk ddtw aatLins’ | 
.stst sno ‘a henkdmos fie ek 


dad? aeden off détw aoitosnmos ak bak 6D <) ee 
vis 


youd gtoA. cedar trigieng cml) Lea en OF | rob dan 


) 


ANGUS, STONEHOUSE & Co. LTo, DUCE VES »Dickson, Parks ,cr-ex, 14532 
TORONTO, ONTARIO (Frawley ) 


only publish the net rate, Are you advocating anything 
about publishing the rate that the railways get and 
indicate that a certain part of that rate is paid by 
the Government of Canada? Have you anything to say 
about the advisability of that? 

MR, DICKSON: In connection with our additional 
Subvention we are recommending, we are suggesting that 
the tariffs contain the rate as at present and the 
reduction be coats by the type of a master tariff such 
as the increase tariff, only this would be a reduction 
tariff, 

Qe You say the extra subsidy that is now 
being requested - that should be shown separately? 

MR, DICKSON: Well, we say it should be done 
for the ease of calculation, It would seem to be the 
easiest way to do it, and then you wouldn't have to, 
every year, recalculate your tariff rates, All you 
would have to do would be change your master tariff. 

Qe You are suggesting that the tariff 
that is there now as built into the Maritime structure 
would remain and the tariff show the net, that the 
tariff continue to show the net rate of the 30 per 
cent subsidy. 

MR, DICKSON: We are not asking for any change 
in the present tariffs that already reflee@t the 30 


A 


per cent subsidy. 
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Q. But you would say -- and I am not using 
these expressions offensively -- but you would come 
out into the open with regard to the more recent 
subsidy that you are now requesting? 

MR, DICKSON: I think it is a matter of 
convenience of calculation, because if the railways 
are going to be asked every year to recalculate all 
their maritime rates, that would be a substantial 
amount of work. 

Q. Well, it may be all right to say ease 
of calculation, but I am concerned with the fact that 
at the moment the rate that you find in the published 
tariffs is a rate which does not show the 30 per cent 
which the Government of Canada pays? 

MR. DICKSON: That is right; I agree. 

Qe I don't think that is particularly 
right or wrong, but I am wondering why you draw a 
distinction, because it is going to be Government of 
Canada money -- the 30 per cent you are now getting 
plus the addition you are requesting -- and why not 
have it all shown as subsidy? 

MR. DICKSON: I suppose it could be done, 

Qe These arbitraries over Montreal: they 
are, I suppose, obviously a sort of freight rate 
assistance? 

MR. DICKSON: No, I couldn't agree with 
that. 

Q. Well, you say they bear little or no 


relationship to the distance involved. Perhaps it 


ceca 


gatey gon ma < BAe -< Yea 
eros Sfgow vey Jad <4 gy 
gogo wt 00 tinal aonk adh 
 tgadaesupen Wor oxB 

jo s90dent » af I. ake TO Moe SAM 
ayawils: of4. Qf esysced” soldalvelap Yo. 
fis Iiistuogndion of nagiatenns:besan ah oe ann 
fatésnadadue » od bivew sextt Perr | 
stow 20 dadoms 


seks an od degiy Le ed yam a2! teew ipl 9ee eee 


todd toe. ony cvltw bemreonce ma I aud .moltsluolso %60 
badetiduq 9d¢ ai bolt soy tad? s¢sq edd Jaomom ont ts 
tneo 99 Of ed? wore ton es0b doftdw ster se af atiltasd . 
cayeq abansd Io dnemrreved edd dott 

So1ga I péigtt ef ted? wosmoTa ae | 

en ere et tad? wntd? g' nob I PY nai 
B weTh uoy ‘Yew grbvebaow a I dud ygnonw to data” 
10 Joeriaravod ed of gnsog et sf osnasel toltoatterb 


—— ——————————————— tc PSTLmhmrChlhcT eee 


gilvyieqg wom 994 Yoy vmeo 19g OF sd? -=— yenom sbaaasd 
ton yw Bus -- gaidsesper exis voy nolstbhs edd avigq | 

tyhledue a6 Gwodd Ife tk eved 
.800D sd) biden @k stoqqua I :HOENIOIG .AM 


cond :laeusnoM Isvo selisisidis sa@SR | «9° °F 


<4 


. 

| sgst ¢iyfet? ‘lo trea 5 ylevotvde ~esoqqua I .918. 
. 

| titiw se%gs PF’ abiveo I on MOCO . AM 


en 10 slovEL used yodt yee soy ,LfeWw .f 
di syedtst ,beviovat sonststb ont of @ 


ANGUS, pala a el CO. LTD. Steeves,Dickson, Parks, cr-ex 14534 
NTO, ARIO 
(Frawley ) 


would be clearer if you gave me an example: take any 
one you like -- the rate to Montreal would be, say, 
on a shipment of goods from any point in central 
Canada, $3 a hundredweight: now, what would the rate 
to Halifax be? 

MR, DICKSON: It would be plus the arbitrary 
depending on the class of the goods, I haven't one 
in front of me. 

Q. Just to get a figure -- just take one 
you know something about? 

MR, DICKSON: I don't know one right here 
now. I would have to look one up. 

Q. I will make a suggestion to you and it 
may be quite wrong, but I have heard of 12-cent arbi- 
traries and l4-cent arbitraries: would there be such a 
thing as from origin to Montreal being $3 and from 
origin to Halifax being $3.12? 

MR, DICKSON: I couldn't say whether that 
12-cent figure is reasonable or not on eastbound movement 

Q. It would certainly make it easier -- and 
perhaps I will be told to go and find one in the traffic 
department -- but I thought maybe you would have one 
very readily. I see Mr. Rand Matheson sitting in 
the spectator seats and he used to be able to call them 
off to me one, two, three, four. 

MR. DICKSON: Well, I haven't got his re- 
markable ability to remember rates. 

Q. No, no, and if I may say so you are making 


a very admirable presentation for the Atlantic provinces, 
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i thought if we had some idea of what that $3 becomes 
that in discussing it with you it would be a little more 
understandable, 

MR, DICKSON: I appreciate what you say, Mr. 
Frawley, but it is hard for me to say whether the 
arbitrary on $3 would be 12 cents, It depends on the 
class number and whether it is an eastbound or westbound 
movement, I would think it would be higher than that 
on eastbound on stuff above fifth class. 

Q. Would it be any higher than 25 cents? 

MR, DICKSON: Yes, it would be a little higher 
than that on fifth class eastbound. 

Q. Would it be 35 cents? 

MR, DICKSON: I would think -- and I am 
making a guess, and that is all I can do -- it would be 
around 30 cents. 

Q. Around 30 cents? 

MR, DICKSON: That is all I can do. 

Q. Do you know what the relationship of 
that 30 cents to haul that 100 pounds from Montreal to 
Halifax would be to cost? 

MR. DICKSON: No. 

Q. Do you know whether it is a compensatory 
movement or not? 

MR, DICKSON: I think you have to consider 
the entire haul. 

Q% For my purposes, the haul has been com- 
pleted at Montreal but it still has to get to its desti- 


nation, and they charge you 30 cents? 
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(Frawley ) 


MR, DICKSON; No; the arbitrary is an 
integral part of the rate, 

Q. Oh, yes, for the purposes of billing, 
and so on, I want to know why they are doing that, 
why they are taking it to Montreal and then taking it 
to Halifax for 30 cents? 

MR, DICKSON; It is an integral part of the 
rate system, That is the best I can do, sir. 

Q. Have you ever had any complaints from 
the railways to the Maritimes Transportation Commission 
that that 30 cents does not return them their out-of- 
pocket costs plus a reasonable contribution to overhead? 

MR, SINCLAIR: I object, Mr. Chairman, ‘The 
witness has said you can't break it into segments. 

My friend knows the answer to this kind of question, 

MR, FRAWLEY: My friend says you can't break 
the. rate, It is very easy to break it because it is 
an arbitrary over the published rate, Pere is $3. 
That is why it would have been more useful if I had 
whether it is 12, 14, 18 or 30, and I am taking it 
from the witness that it is 30 cents. I think we can 
find plenty that are not 30 cents. 

MR, SINCLAIR: My point is, what has that 
got to do with whether the rate is compensatory or not, 
The witness has said it is an integral part of the rate. 

THE CHAIRMAN: I think we have railway 
witnesses who can deal with that. 

MR, FRAWLEY: Well, I am cross-examining 
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the wall of this room and we will hear much more about 
it. 

MR, SINCLAIR: Well, if that is the reason and 
that is the defence, we will be glad to have notice of 
it’. 

MR. FRAWLEY: "Defence", does my friend say? 
I am cross-examining a witness and endeavouring to get 
somewhere on this question of what it costs, 

Q. I asked you whether or not you have ever 
received or heard of any complaint by the railways that 
to carry a carload of traffic from Montreal to Halifax 
for 39 cents a hundred was not compensatory? 

MR. DICKSON: No, personally I have not. 

Q. Do you know from the records of the 
Maritimes Transportation Commission whether there has 
ever been any protest at all from the railways that 
that was a non-compensatory rate or a non-compéensatory 
addition to the rate? 

MR. DICKSON: I personally do not. 

Q. Now, my first question was whether or 
not that arbitrary was not a kind of freight rate 
assistance, either to the shipper in central Canada or 
the receiver in the Atlantic provinces, or to both, 

Why do you think it is not a freight rate assistance? 

MR, DICKSON: That is what I said before, yes. 

@. You say it is not a freight rate assis- 
tance? 

MR, DICKSON: I cannot see that it is. 


Q. If a car of goods left Toronto destined 
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for Edmonton rated at the Saskatoon rate plus 10 or 
15 cents, would you regard that as a freight rate 
assistance to the receiver in Edmonton? 

MR. DICKSON: No, I don't think -- I can't 
quite see what your meaning is here, Mr. Frawley. 

Q. I take it as far as your knowledge is 
concerned, the makeup of the arbitraries over Montreal 
covering shipments to and from the maritimes has not 
been explored from the standpoint of whether it is 
compensatory or not? 

MR. SINCLAIR: Mr. Chairman, once again I 
object to approaching the thing on this basis. It is 
not proper rate making, and my friend knows better, 

My position is clear, that you cannot break a rate 
and say this segment or that segment is compensatory. 

THE CHAIRMAN: Well, this witness is very 
honest and he has answered already, Mr. Frawley. 

MR, FRAWLEY: He has answered that he does 
not know anything -- and I say that respectfully -- 
but he has never explored what the records of his office 
show with regard to the compensatory or non-compensatory 
nature of the arbitraries, 

MR. SINCLAIR: He said more than that, and 
Mr, Frawley can disregard the evidence if he wishes, 
but he said it was an integral part of the rate,and you 
have to look at it from origin to destination, and I 
think that is correct. If he wants to say that there are 
some of these rates which are not compensatory from 


origin to destination, then put them on the record. 
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THE CHAIRMAN: The witness has said he 
doesn't know, in answer to what Mr, Frawley has asked, 
and that is the end of that. 

MR, FRAWLEY: Except that my friend Mr, 
Sinclair is making objections and I claim the right 
to reply. My friend says and reiterates that it is 
an integral part of the rate, Why call it the 
Montreal rate plus an arbitrary -- that is all? 

I understand what an integrated rate is -- an integral 
rate, or whatever you call it. The rate from Toronto 
to Edmonton is one rate and from Montreal to Halifax 
is another rate plus an arbitrary. My friend can 
waltz all around the word "integrated" but I say there 
are two component parts of that rate, I am not 
complaining about it from that standpoint; I would not 
take it away from the maritime provinces for the world, 
but I want to talk about it because we have heard so 
much about the poor railways and the non-compensatory 
nature of rates. 

MR. SINCLAIR: If the traffic to and from --- 

THE CHAIRMAN: I think that is closed now, Mr, 
Sinclair, 

MR, FRAWLEY: Thank you, Mr. Dickson, 


THE CHAIRMAN: Mr. Brazier? 


CROSS-EXAMINATION BY MR, BRAZIER: 


Q. Mr, Dickson, without going into the 
details of your brief to any extent, I take it that your 


chief difficulty has arisen out of the application of 
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2 horizontal increases which have magnified the differ- 


3 ences in rates because of the distance factor of the 
+ maritimes from central Canada; is that correct? 

5 MR. DICKSON: There are two factors there: 
6 there is the competitive rate reductions in central 

7 Canada -- reductions and hold-downs -- and the hori- 
8 zontals, 

9 Qe Let us deal first with the ones that 


10 are not affected by the competitive situation: then, 
11 it is the distance factor that has complicated your 


12 problem? 


13 MR, DICKSON: It is the operation of the 
14} norizontals or a rate which would be higher from the 
Be] maritimes than the rate within central Canada. 

16 Q. Would you agree that that distance 


17 factor can affect anybody anywhere in Canada if they 


18 | are far enough away from the market? 
19 MR. DICKSON: That would be true, yes. 
20 Q. Your Commission has had many long years 


21 studying freight rate problems in Canada, and I wonder 
whether or not you have given any consideration to a 
solution which would solve the distance problem for 
anybody in Canada -- not just the maritimes, but any- 
body affected by this distance factor? 

MR, DICKSON: I think we have had our hands 
full in endeavouring to solve our own problems. It 
would be very nice, yes, indeed, if we could solive ail 


of Canada's problems. 


Q. You have never considered a solution in 
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the light of general principles applying to all of 
Canada, including the railways -- helping the railways 


solve some of their problems, t00? 


MR, DICKSON: The submission we are making 


here this week to this Royal Commission is concerned 
primarily with the problems of the Atlantic provinces. 
a I appreciate that very much, but I was 
just trying to see whether or not in your years of 
study of transportation problems your Commission had 


ever gone further than just considering the problems 


of the maritime provinces? 

MR, DICKSON: As I said, we have been pretty 
well occupied with our own problems, and it would be 
pretty nice if we could do that, to solve the entire 
transportation problem, but I don't think we are capable, 
We have tried to bring to this Royal Commission some 
thoughts on the transportation problems of the 

Atlantic provinces, and I am sure the other provinces 
are bringing their thoughts over too, and maybe this 
very capable Commission can solve the Canadian problem, 
Q. Well, would your Commission have any 
objection if the solution which you suggest for your 
problem was applied to the rest of Canada where the 
same situation exists? 

MR. DICKSON: | The same situation does not 
“exist, as we state, in other parts of Canada. 

Q. you don't think it exists in any parts 


of western Canada? 


a MR, DICKSON: Mr. Parks has dealt with the 
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TORONTO, ONTARIO 


(Brazier) 
2 economy of the Atlantic provinces, and I think his 
3 evidence indicated that the Atlantic provinces is the 
4 area of Canada that is lagging behind economically. 
5 Q. So, the difference you are drawing 
6 between the Atlantic provinces and the rest of Canada 
7 is essentially on the basis of the difference in the 
8 economic activity as against the rest of Canada? 
9 MR. DICKSON: Yes, and I go back again to 
10 the two prongs: the economic situation as we have it 
11 in the Atlantic provinces, and the historical precedence, 
12 Q. Would you agree that probably the 
13 economic activity of the Atlantic provinces is affected 
14 by many other factors besides rail transportation or 


transportation of any kind? 

MR. DICKSON: i wonder if you might just 
repeat that, please, until I get the full significance 
of 1%? 

Q. Would you agree that the lower economic 
activity of the maritime provinces -- the Atlantic 
provinces, I suppose I should call them -- as against 
the rest of Canadais due to many other factors besides 
railway transportation? 

MR. DICKSCN: I think Mr. Parks! evicence 
was that the lack of industry to provide employment for 
vast numbers of people was one of the reasons why 
the economy was lagging behind the rest of Vanadca, 

Q. Is it tue entirely to your railway 
rate structure? 


MR, DICKSON: To encourage industry --- 
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2 Q. Well, maybe 1 could simplify it: I 

3|| think you are being very frank about it, but the question, 
4| for instance, of wage rates in the maritimes as against 

5| wage rates in other parts of Canada -- that also affects 
6] your ability, maybe in your favour or against you? 

7 MR, DICKSON: I wonder if maybe Mr. Parks 

8] can answer this better than I, I am not an economist. 

9 THE CHAIRMAN: Well, we will adjourn now 


10/| until two o'clock. 


---Luncheon adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 14544 


---On resuming at 2.00 p.m. 


THE CHAIRMAN: Order, please, Mr, 
Brazier? 

MR. SMITH: I think Mr, Dickson would pre- 
fer that Mr. Parks answer the questions as they relate 
to economics to a certain extent. 

MR. BRAZIER: Yes, Thank you very much, 
Mr. Smith. 

Q. You were present this morning, Mr. Parks, 
when I was putting questions to Mr, Dickson? 

MR, PARKS: Yes, Mr. Brazier, 

Q. I might restate -- and I may not restate 
it exactly as I did before -- but my suggestion to 
him was that in attempting toevaluate the advantages or 
disadvantages that any industry might have as against 
a similar industry in another area, there are many 
other factors besides freight rates that must be taken 
into consideration. Do you agree with that statement? 

MR. PARKS: Yes, that is a fair statement, 
sir. 

Q. yes. And that would include wage rates 
in the various sections? 

MR. PARKS: I might suggest, sir, that if 
wage differentials in fact do exist, this might be 
a result of a lag in economic development, rather than 
a cause. 

Q. yes. What is the actual situation? 


Have you made a study of that at all, Mr. Parks? 
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ANGUS, STONEHOUSE & CO. LTD. Steeves, Dickson, | Yks, aveex 14545 


TORONTO, ONTARIO (Brazier ) 

i 
| 

é4 MR. PARKS: With respect to wage rates, sir? | 

3 ave Wes, 

4 MR, PARKS: It is a very difficult question 

5|| to answer -- to give a general answer to. I think 

6| perhaps if you look at wage rates as they exist in 

7| particular industries you would probably find that the 

8| differentials are very small as between the Atlantic 

9| provinces and the rest of Canada. 

10 The only figure I seem to be able to recall, 


11} sir, at the moment,is a figure which relates to New- 

12| foundland, and the general manufacturing wage rate which 
13] compares very favourably with that in other parts of 

14 Canada. 

But, on the other hand, if you want to look 
at it generally as sort of an average wage rate, and 
because the economy of the Atlantic provinces is 
characterized by a relatively high proportion of people 
in subsistent occupations, the situation might be quite 
different. 

Q Would it require a study of each 
individual industry to determine what the situation was 
and the reason for any disparity that existed? 

MR, PARKS: yes, I think so, 

Q. From an economic point of view, would you 
think it would be a reasonable request that the manu- 


facturer in, say, Halifax, should have his freight rates 


so adjusted that he have the same rate as a manufacturer 


in London, Ontario, who was selling in the Toronto 


market? 
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ANGUS, STONEHOUSE & €o, LTO. Steeves, Dickson, Parks, cr-ex 14546 
(Brazier) 


MR, PARKS: The Atlantic provinces! economic 
council tried to suggest in Appendix IX to this submis- 
sion that one of the major factors creating or causing 
lower levels of income in the region relative to other 
parts of Canada has been a lack of growth in secondary 
manufacturing. And this, I suppose, is at least 
partly related to the distance from any substantial 
mass market, 

All the Atlantic provinces! economic council 
is suggesting is that transportation might be used 4s 
a medium for encouraging the movement of manufactured 
goods Cree the Atlantic provinces to the mass markets 
of Canada, 

Q. Do you think it is possible for every 
part of Canada to have all the secondary industries that 
they want or would like to have? 

MR. PARKS: No, sir3 but the point that the 
Appendix tries to make is that the Atlantic provinces 


do constitute a sort of special case, in that incomes 


are lower than they are in other parts of Canada; in 
that the resource base will not support tremendous 
expansion in resource base industries, particularly in 
view of the increasing productivity of this type of 
activity. And, consequently, we do have continuation 
of very substantial numbers of subsistence people. 

Q. As a matter of fact is it not correct 
to say that aside from coal mining it is in the resource 
industry that big increases have taken place in the 


maritimes in the last ten years? 
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ANGUS, STONEHOUSE & CO. LTD. Steeves, Dickson, Parke »Cr=CX L457 
TORONTO, ONTARIO 
(Brazier) 


MR. PARKS: yes, sir, It. is .in pulp 
and paper and in minerals, I would say. 

MR, BRAZIER: I think, Mr. Parks, tat is 
probably the only part that concerns you. 

COMMISSIONER ANSCOMB;: Before Mr, Parks goes, 
could I ssk a question of him? 

MR. BRAZIER: Yes, 

COMMISSIONER ANSCOMB: I do this simply be- 
cause I would like to get your thinking on it, that's 
S11, I think I understand your problem; I think I 
understand what you are after, anyway; but would you tell 
me this: would you have any objection, assuming there 
was a steel mill on Vancouver Island -- that is a very 
important island at the other end of Canada, you know, 
where there is a lot of coal yet there is not a sufficlent 
supply of iron ore yet discovered, There is also a 
shortage of scrap for it, but there is a lack of 
population, I suppose the populationof British 
Columbia likely is the same population as your four 
out together, except half of ours is in one concentrated 
place. 


If a steel mill was started there, would jou 


be satisfied and think it was all rignt that we could 


ce 


ship 2500 miles to the central warcet of Cunmada end hay 
the same rebate as you would have sitting 2 v- miles 
from where the people are? 

MR, PARKS: yes, if the general state of 
economic development in british Columbia were comparable 


to that of the Atlantic provinces. 
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ANGUS, STONEHOUSE & co. to. Steéves, Dickson, Parks, cr-ex ASRS 
TORONTO, ONTARIO (Braz ier ) 


COMMISSIONER ANSCOMB: Well, the general 
state of economics -- that might be brought about by 
the intelligence and the vigour and the fire and the 
initiative of the people of British Columbia to compare 
to any other province, How are you going to arrive 
at that? 

COMMISSIONER GOBEIL: Understatement, 

COMMISSIONER ANSCOMB: How are you going 
to compare that? I am looxing for information because 
I can see if we can get a 41.6 per cent cut on the 
freight rates, I can begin to do some business with 
central Canad-. 

MR, PARKS: yes. Well, sir, what the | 
Atlantic provinces! economic council is suggesting is 
that transportation policy might o* used as an inesrue 


ment to further the economic development of 2a depressed 


area, | 
MR, DICKSON: Nay I answer that, Commivsioner | 

Anscomb? | 
COMMISSIONER ANS COMB: Yes, I'd love you to, 


MR, DICKSON: With your concentrated popu- | 
lation, over half of which, you say, is in the iower 
mainland, perhaps you co nos hav= she ner” -% into 


Ae 


the central Canadian market to support th+s steel mill, 


With our scattered population in ta- -b rovainers <= 


COMMISSIONEN ANS COB: i coul nce buile 


steel mill for three-quarters of a million people. Ever. 
if I went over into the boundary of Mr. Frawley's pro- 


vince, there isn't enough to justify the development of 
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ANGUS, STONEHOUSE & CO. LTD. Stceves, Dickson, Parks 14549 


TORONTO, ONTARIO + * 
(Anseoib } 


a real steel structure yet. 

After all, you have ten million in the so- 
called central provinces of Canada, and what have we 
got out west? Less than three and @ half aitogether, 
call it four, if you like; and a terrific area -- 
fifteen hundred thousand miles -- very scattered, but 
highly intelligent. 

MR, DICKSON: I agree. 

COMMISSIONER ANSCOMB: Well, thank you very 
much, 

MR, BRAZIER: Q. Mr. Dickson, I have been 
rather interested in your propositon that in determining 
any further relief of freight rates which should be 
granted to the Atlantic provinces it is your suggestion, 
as I understand it, that the intensity of competition 
in the central provinces as against the Atlantic is 
a factor that must be taken into consideration? 

MR. DICKSON: What we have tried to show, 
Mr. Brazier, is that the intensity of competition in 
central Canada has lowered the rates there further than 
the competition in the maritimes 145 lowered the rates 
from the maritimes. 

Qe Now, are you speaking of one rate as 
against another, or 3re you just speaking of general 
averages of rates? 

M2, DICKSON: You can compare one rate 
against anotner and find that, I would expect. And i 
think that on the general average of rates a somewhat 


simiiar cituation must exist. We have Appendices vi, 
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ANGUS. STONEHOUSE & CO. LTD Steeves,Dickson, Parks, cr-ex 14550 
TORONTO, ONTARIO 
(Brazier) 


VII and VIII, and it shows that the traffic from the 
maritimes, within the maritimes and to the maritines 
was less able to escape than other regions of Canada, 

Q. Téll me this, Mr. Dickson, Can you 
give me an example of where there is an agreed charge 
in central Canada for certain commedities and a similar 
agreed charge for similar products in and out of the 
maritimes? 

Do you know of any? 

MR. DICKSON: Yes, if you look at Appendix 
V, Part E, pages 8 and ll. 

Q. Pages 8 and 11? 

MR, DICKSON: Rates on canned apple products 
from Berwick to Ottawa, with corresponding rates from 
Thornbury to Ottawa, 

Qe Just a moment, if you don't mind. I am 
locking at page 6 now. 

MR, DICKSON: Page 8 of Appendix Vv? 

Qe yes? 

MR. DICKSON: The rates tnere on June 4, 1930, 
63 cents from Kerwick, and 47 cents from [hernbury -- 
both class rates. A disadvantage of 16 cents. Today 
--August 31, 1959 -- tnere wes en agreed charge Irom 
both Berwick and Thornbury. The rate from Berwick, 

78 cents, which is 15 cents higher than it wart in 1530. 
fhe rate from Thornbury is 424 conts, which 1s 4+ cents 
lower than in 1930. Sc, despite the estabiichrent 
of agreed charge from both points, the reduction in 


the rate from the maritimes is net as great 26 1% 
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ANGUS, STONEHOUSE & CO.LTD. © Syed ant ey = 
SAEGWES. Bains ee ES L4551 
Brazier 


central Canada, 

Q. So that the differential there -- your 

differential over the Ontario rate has increased? 

MR. DICKSON: Our disadvantage has increased 
from 16 cents to 354 cents, 

Q. Thank you, Mr. Dickson, 

Now, I think in your brief you do make the 
statement that you appreciate the fact that the existence 
of the Maritime Freight rate subsidy has tended to 
affect the amount of motor truck competition that exists 
in the Atlantic provinces; is that correct? 

MR. DICKSON: Could I just refer to the brief 
to see just what we did say there, sir? 

Q. Yes. I didn't put my hands on any 
particular part. 

MR. DICKSON: We say that it has had some 
effect on the growth and strength of competing carriers, 

Q. Now, that being so, would you agree 
that if the subsidy were increased it would have a 
greater effect? 

MR, DICKSON: I think that wouid be a logical 
conclusion, yes. 

Q. Now, I am looking, tien --- 

MR. DICKSON: Providing, sir -- perhaps I 
should add this -- that it 1s paid otily to the one form 
of carriage; if the increase is paid to the one form 
of carriage. 

q. Yes, Well, then, looking at your vaiid 


revision of the Maritime Freight nates Act; that trey 
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must meet the following requirements (page 31): 
"(1) It must be able to bridge the rate 
gap between inaritime and central Canadian producers 
in the important market of central Canada. 

"(2) It must do this over time and must, 
therefore, contain a mechanism which will 
compensate for rate distortions arising (a) 
from disparities in the intensity of carrier 
competition in the two territories and (b ) 
from horizontal percentage rate increases. 

"(3) It must not deprive Atlantic provinces 
shippers of the opportunity of availing them- 
selves of services and rates of carriers other 
than the railways." 

Now, if (1) and (2) are accomplished, I 

would suggest to you that there will be very little hope 
of carrier competition in the maritime provinces? 

MR, DICKSON: If you have one --- 

Qe You cannot have three if you are going 

to have the other two? 

MR, DICKSON: ho, IL cannot quite agree there, 

Mr. Brazier. If you have (1) and (2) you won't have 
carrier competition, but we nave (3) so we will have 
earrier competition. Perhaps that is not exprexsed 
tos well, now. 

(1), you bridge tae rate gap; (2) you have 

the annual adjustmenss; and (3) you provide us with 
the opportunity of using services and rates of other 


earriers by paying tae acditional subvention to the 
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other carriers, 

Q. I would suggest to you very earnestly 
that if you bridge that rate gap, as you have suggested, 
the motor truck is just not going to be interested 
in competing with the railways? 

MR. DICKSON: I wonder if you quite under- 
stood what we are trying to say here, sir. We bridge 
the gap by the subvention; we are not asking that the 
railways lower their rates out of their own pocket 
to bridge the gap, so the return to the railways or 
to the trucking industry wiil still be the level whica 
they feel they require, and it will be lowered by 
the subvention so that the shippers' payments will 
roughly equal those of central Canada. 

Have I made that a little clearer now? 

The subsidy, then, would be paid either 


Q 


Oo. 
to the trucker or to the railways or to whoever carries 
the goods? 

MR, DICKSON: That is rigat. 

Q. Ana the truckers would publish tne 
game rate as the railways? 

MR, DICKSON: They may in some cases, but 
{t would nowt pe necessary. 

Qs It would hardly be competitive if they 


were publishing the same rate, would it? 


MR, DICKSON: Pardon? 
a. It would hardly be competitive for the 
re publisning just tne same rates? 


Tue 
MR. DICKSON: Well, they may be -- there 


railways if they ws 
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may be a service angle or a time-in-transit angle 
which would make them as attractive, 

Q. Now, there is just one other thing. x 
wondered whether or not your Commission had given any 
thought to what should be done with respect to 
passenger deficits, if there are any passenger deficits 
on our Canadian railways? 

MR. DICKSON: No, sir, I am afraid I cannot 
express an opinion on that on behalf of the Commission, 

Q. You have not studied that? 

MR, DICKSON: I have not any instructions 
from the Commission, 

Q. Now, one last question: you are aware of 
the bridge subsidy? 

MR. DICKSON: Yes. 

Q. Has your Commission any opinion with respec 


to that subsidy; whether it shoula be retained? 
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, | 

2 MR, DICKSON: No, sir, But there again 

3 I have no instructions from the Commission and cannot 
4 comment on it, 

5 ' Q. There is enerotiien matter, and I have 


6 particular reference to page 29 where you state: 


~ 
BHA 

LIfe oo 
these 


"There is no implication that the 
8 value-of-service principle is obsolete 
9 but, in the face of the new conditions 
10 of competition in transportation it has 
11 become progressively less able to 
12 function effectively so as to ensure the 
13 railways sufficient revenues without at 
14 the same time working hardships on 
15 regional economies," 
16 Would your Commission agree that it is 
17 already working hardships on regional economies? 
18 MR, DICKSON: What are you referring to as 
19 nae 7 
20 Q. Well, the use of the value-of-service 


21 principle in rate-making. 
22 7 MR; DICKSON: Perhaps I could get Mr. 


23 Steeves to answer this one as that comes from a part that 


24 he dealt with. 


25 MR, STEEVES: What we are getting at there, 
26 Mr. Brazier, has already been mentioned clearly in 
27 some of the statements that we have included in the 


28 brief, and, generally speaking, I believe it 
concerns the fact that, whereas the erosion that has 


taken place in railway traffic-due to competition 
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necessitated a throw-back or, shall we say, a greater 
reliance on traffie that is not so subject to 
competition which, by and large, reflects on long- 
haul traffic, a large part of it emanates srom the 
Maritimes, To the extent that post-war freight 

rate increases have been applied to that traffic 
horizontally, they have adversely affected traffic 
movements from such regions, 

Q. I put the question simply to you, Mr. 
Steeves: in your opinion has the retention of the 
value-of-service principle already been a burden on 
regional economies? 

MR, STEEVES: To the extent that the 
railways have been forced to apply freight rate 
increases by and large to traffic that is subject 
to long-haul, it has perhaps burdened somewhat 
outlying regions or regional economies, 

Qs Then you admit that the retention of 
the principle has put some burden on at least some 
areas of Canada? 

MR.STEEVES: I don't quite go along with 
your statement: "the retention of the principle", 
What has happened to the value-of-service principle 
has brought this about. 

Q- Did you make a study at all, Mr. 
Steeves, of the submission the province of British 

Columbia made? 
MR, STEEVES: I perused it, sir. 


Q, Did you come to any conclusions after 
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perusing it? 

MR, STEEVES: Exactly what sort of 
conclusions? 

Q- I am searching in the dark very much. 
As counsel I shouldn't be doing this, Mr. Steeves, but 
I think it is of interest to the Commission, I would 
like to know whether you, as an economist with some 
great experience, are favourably impressed by the 
submission or unfavourably? 

MR, DICKSON: If I could refer to what I 
said this morning, I think it was words to this 
effect: that, as we say, the value-of-service ' 
prineiple is not obsolete; it is still the eeiuise; 
‘the cost of service is the floor, and somewhere 
in posed you have got to get, and it is difficult 
for us to see how a pure cost of service, without 
some recognition being given to the value-of-service 
principle, woajd work satisfactorily. 
uo That is the opinion of the Maritimes 
Transportation Commission, You are expressing now 
the opinion of the Maritimes Transportation Commission, 

us MR, DICKSON: To the extent we have studied 
the cost of service principle. 
1 Q, te suppose 4¢ wouldn't be fair to ask 
Mr. Steeves for his personal opinion. He has some 
LOO oeibiee a ac things. ; 
MR, STEEVES: Quite frankly, Mr. Brazier, 
I haven't read the brief that carefully. | 


MR, BRAZIER: That is all. 
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THE CHAIRMAN: Mr, Mauro? 
CROSS-EXAMINATION BY MR, MAURO: 
Qe Mr. Dickson, I am just going to puruse 
one of the points Commissioner Anscomb has touched 
on. It sort of arises out of your testimony yesterday 
in swmmearcizing Chapter III. You stated something to 
the effect that the rate differences - the purpose of 
Chapter III, the summation of it, is that the 
rate differences between the Atlantic provinces producers 
and the central provinces producers were created so 
as to permit better ceuuwhs tise environment for the 
Atlantic provinces producer to the central Canadian 
Bee int as he was entitled, That, I suggest, is 
what Chapter III is meant to say in your words. 
MR, DICKSON: That is pretty much the words 
I used, There are a few different omes there, but 
pretty mich the meaning of what I said, yes. 
Qe And the illustration you presented 
of a situation where a manufacturer of ghost cn 
say, in Hamilton is shipping to a market 100 miles 
away and the Sydney producer shipping 1,000 miles 
represents she submission of the Commission that there 
should be a rate scale which permits that 1,000 
miles to be properly bridged so as to permit a 
competitive equilibrium to the Hamilton shipper shippin 
100 miles and the Sydney shipper shipping 1,000 miles, 
MR, DIGKSON: As I recall my answer to 
Si teat Anscomb this morning, I think I said 


cee kbieh tp this effect: if the Sydney steel mill 
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were to compete equally with the Hamilton mill 
transportation cost-wise, then he must have the same 
rate. But I think I went on and said that the 
proposal we were recommending didn't mean matching 
each and every rate. We wera suggesting a fornmla 
by which on the average the rate from the Maritimes 
to central Canada would roughly equal the average 
rate within central Canada, 

Q. Right, And the word has become 
fairly current this morning - the effect is to de- 
emphasize geography. Is that a fair statement? 

MR, DICKSON: If geography can be 
interpretéd as distance, yes, 

Q. Well, I assumed that would be the 
context in which we would use the word "geography". 

Now, we will go one step further, You know 
that out in Selkirk, Manitoba, we have a rolling mill, 
and assuming that it is in compétition with our 
Maritime mill in the centre! Ganada market, then by 
giving this rate to the Maritime mill by disregarding 
or de-emphasizing geography vis-a-vis the Maritime 
producer, don't you create an inbeuteabie situation 
for the Manitoba producer of steel? 

MR. DICKSON: You say there is a wilt 
at Selkirk? 

Q. Yes? 

MR. DICKSON: It may very well be that the 
mill at Selkirk is not competing in the central 


Canadian market... 
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e, Assuming that it is, 

MR, DICKSON: That mill at Selkirk has 
sufficient population, sufficient markets near 
at hand in central Canada on which to support it, 

But it is our submission that the Maritime steel mill 
doesn't have that same population, that same market 
close at hand, and therefore mst travel the great 
distance to central Canada in order to operate 
efficiently. 

Q. Well, Mr. Dickson, it doesn't come 
as any surprise to you that that the Winnipeg Chamber 
of Commerce as one party has complained that the 
Maritime Freight Rates Act and the present operation, 
the lack of equalization of the Maritime rates, has 
created an inequality on the part of a Manitoba 
manufacturer who competes in the central Canadian 
market with some Maritime manufacturers, 

MR, DICKSON: I have seen quite a bit of that, 
yes. 

Q. My learned friend Mr. Sinclair has 
pointed out your exact words yesterday, and I am 
reading from page 14446, the question: 

"Q. Now, Mr. Dickson, would you 
please give a brief summary of what your 
Commission is asking for in this Chapter 
III of the submission?" 

Answer: 

"Tn reply to that I would say 


that in brief what we are asking for in 
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TORONTO, ONTARIO 


(Mauro ) 
1 
2 this chapter is the rate difference as 
3 measured by the average rates between the 
4 Atlantic provinces producer and the 
5 central Canada producer in the concentrated 
6 markets of Ontario and Quebec be bridged 
7 by a subvention so that by and large 
8 Atlantic provinces industry will be able 
9 to compete on more equal terms with 
10 industry located within central Canada in 
11 those important markets which we were meant 
12 to have," 
13 I think the words that I am particularly 
14 interested in as a Canadian citizen who happens to 


15 live in Manitoba is that latter part: "those important 


16 markets which we were meant to have", I am suggesting 
17 to you that those important markets of central Canada, 
18 which, from one article I read recently, represented 


\ 
Laat 

ey 
Hi 


19 67 per cent of the population, is a pretty important 


20 market to anyone in Canada since it does represent 
a the consuming population, and Manitoba manufacturers 
a2 are in competition and Alberta manufacturers are in 
23 competition and British Columbia manufacturers are 


24 in competition - all in competition into the same 


25 markets. Isn't that correct? 

26 MR, DICKSON: If the western companies 

27 are selling in the central Canadien market, then they 
| 28 are in competition with anyone else who ‘s selling 
29 in the central Canadian market. 


| 
| Q. And the Maritimes Transportation 
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Commission would not ask anything for themselves that 
they wouldn't want for other fellow-Canadian citizens? 
MR. DICKSON: If they have the same economic 
need, I think we have said, and the same historical 
precedent; the same present economies need and she 
Same historical precedens, 
Qe Let's examine the historical ores Jens 
a little more closer, Mr. Dickson, L am pecerning 
now to page 9 of your submission wiere the guotebs on: 
from the Duncan Commission are socteined ane igen 
il under the heading, “AecomuestaS! one Om “wernt 1b. 
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average of the rest of the system..." 

And they go on and point out what they 
are trying to offset here, the additional 250 miles 
of line that was built for strategic purposes and 
Which should not be a burden on the Maritime producer 
but on the general public; and on page 10: 

"We recommend, therefore, that an 
immediate reduction of 20 per cent (so 

that 192 will become approximately 155) 

be made on all rates charged on traffic 

which both originates and terminates 

at stations in the Atlantic division of 

the Canadian National Railways (including 

export and import traffic, by sea, from 
and to thatdivision), and that the same 
reduction be also applied to the Atlantic 

Division proportion of the through rates 

on all traffic, which originates at 

stations in the Atlantic Division 

(excluding import traffic by sea), and 

is destined to points outside the Atlantic 

Division." 

Now, what they are referring to there, as 
you know, is at the time of the study of the Duncan 
Commission rates in the Maritimes had apparently 
gone up 192 per cent, while rates in the rest of 
Ganada had only gone up 155 per cent, and the Duncan 
Commission said: "We are going to equalize these 


and we recommend an immediate reduction of 
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approximately 20 per cent to bring this down to 
the 155 level," 

Now, that is the historical bases of what 
the Duncan Commission tried to determine, that there 
were 250 miles of extra road that should be taken 
out, taken out of the cost, mileage cost. 

MR. DICKSON: I don't think you are taking 
it all, Mr. Mauro, The Duncan Commission did use 
the 250 miles greater distance as one of the factors, 
but I think the more important one is that the 
Intercolonial Railway was built as part of the 
Confederation promises and it was built to afford 
the Maritimes the larger markets of Canada, and the 
rate structure which was established and carried 
out by the successive governments wa» the reason for 
bringing the Maritime rates down again. 

Can I read a passage from the Duncan 
Commission‘ 

"We think, however,that a balanced 


study of the events and pronouncements 


“Be prior to Confederation, and at its 


consumation, confirms the representations 
submitted to us on behalf of the Maritime 
governments in regard to the ultimate 
construction of the railway, viz: 

(a) That leading Canadian statesmen 

in urging the adherence of the Maritime 
provinces to Confederation defined 


the purposes of the railroad to be" -- 
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(Mauro ) 


Q. It is on page 9 of the brief, 
MR, DICKSON: That is right, 

"(i) A means of affording to Ganadian 
merchandise, and to Ganada herself in times 
of national and imperial need, an outlet 
and inlet on the Atlantic ocean - available 
all the year round - and 

"(ii) To afford to Maritime merchants, 
traders and manufacturers, a market of 
several millions of people instead of their 
being restricted to the small and scattered 
populations of the Maritimes themselves, 
particularly in the light of the disturbance 
with which their trade was threatened as the 
result of the discontinuance by the United 
States of the reciprocal arrangements 
that had prevailed," 

And (b) is the paragraph that you read? 
Qe No, I read down below, 
MR, DICKSON: That is right. 

"(b) That strategic considerations 
determined the.actual course of the line - 
making a ype miles (estimated by Sir 
Sanford Flemming at 250 miles) longer than 
was necessary - if the only consideration 
had been ‘to connect:‘the cities of the 
Maritime provinces with those of the 
St. Lawrence'!' 
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MR, DICKSON: 

"(c) That to the extent that commercial 
considerations were subordinate to national, 
imperial and strategic considerations, the 
cost would be borne by the Dominion and not 
by the traffic that might pass over the 
line." 

Q. Now, I ask you, Mr. Dickson, whether 
what I have suggested were the findings of the Duncan 
Commission are not supported by what you have just 
read, that they were guaranteed by the Intercolonial 
Railway the opportunity of getting into the central 
Canadian markets. That was the purpose of it, 

MR, DICKSON: Yes. 

Q. But it was the strategic considerations 
which extended its mileage 250 miles, and they say: 

"That to the extent that commercial 
considerations were subordinate to national, 
imperial and strategic considerations, the 
cost would be borne by the Dominion and 
not by the traffic that might pass over the 


line." 


MR, DICKSON: No, I am sorry, I cannot agree. 


‘The Intercolonial was constructed to afford us 


markets of central Canada and the policies adhered by 
the successive governments were to enable us to get 
into the central Canadian market. 

Q. No one is questioning that was the 


purpose of the line. How would you get in without the 
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TORONTO, ONTARIO (Mauro ) 
- 1 
. line and the St. Lawrence river frozen over for a 
i great part of the year? It was built to help you to 
- get into the central Canadian market, 
P MR, SMITH: Is my learned friend giving 
‘ evidence or is he asking questions? 
7 MR. MAURO: I will let the Commission decide 
3 that. I am asking questions, and to the extent that 
‘ you feel it is evidence, you may re-examine, 
10 THE CHAIRMAN: What is your question? 
" MR. MAURO Q: I was Suggesting, Mr. Dickson, 
- that there are two phases of the findings to what you 
he and I have just looked at from your own brief, that 
a the Intercolonial Railway was part of the terms of 
15 Confederation, it was a promise to the Maritime 
16 provinces to come into Confederation = we will build 
oy & mailway that will open to you the markets of 
, central Canada; and then the Duncan Commission says: 
q "Tat strategic considerations 
20 determined the actual course of the line - 
making it many miles (estimated by Sir 
4 S nford Flemming at 250 miles) longer than 
' was necessary - if the only consideration 
| F had been ‘to connect the cities of the 
} 4 Maritime provinces with those of the St. 
\" Lawrence," 
26 
br And: 
"(c) That to the extent that commercial 
a considerations were subordinate to national, 
= 29 


imperial and strategic considerations, the 
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2 cost would be borne by the Dominion and 


3 not by the traffic that might pass over the 


4 line," 


5 It was that (c) portion, the additional 


6 
7 MR, DICKSON: No, I can't agree with you, 


8 


cost occasioned by the 250 additional miles. 


Mr, Mauro, there, 


ie al 
fanolstsbe odd yaokso@ (0) tard eaw , 
.esitm {(sneraibbe O@S edd yd ber 


woe silw serge duao I — :MOENOTd a 


ANGUS, STONEHOUSE & Co. tro. Steves, Dickson, Parks, cr-ex 14569 
TORONTO, ONTARIO iw \ 
(Mauro ) 


Intercolonial was established to give us the railway 


1 

2 A. No, I can't agree with you there, The 
4/ and the rate structure was established on it to get 

S| into the central Canada market, and if there was any 

6] additional cost because of the national strategic 

7 considerations, that is another factor. 

8 Q. Just to conclude this historical bit, 

9| under "Rate Structure of Intercolonial Railway", still 
10] on page 5, they make the statement: 

11 "These figures reveal that Intercolonial 

12 rates have suffered an estimated cumulative 

13 increase of 92 per cent (i.e. their 100 has 

14 become 192). The estimated average increase 

15 of rates for the rest of Canada is 55 per cent 

16 (i.e. their 100 has become 155)." 

17 I wondered whether the Maritimes Transportation 
18 Commission has for this purpose made a study of the 

19 average increase in the rest of Canada since 1946 and 
20 the average increase in the maritime region during the 
21) game period? 


MR, DICKSON: With the data availiable to 
us it would be impossible to make that study. 

Q. You mean you do not have information 
available to you as to average movements on the Waybill 
Analysis in the various regions of Canada? 

MR, DICKSON: You said i946. 

Q. Oh, I am sorry: any period for the pur- 


poses of this Royal Commission? 


MR, DICKSON: There is data in the Waybilil 


oun unset conan 


fom) 9) 


en! ,eeedy ooy ddiw serge +taso I ou malt : ; : | 
ysulien ey ey wvig of beietidstes aan siete 
‘ as 

jeg oF JL no bedaelidssas saw etutovise of st sas om 

uns asw erat Lt baa (teirem shane) Lexdneo oda ¢ . 

styedsita Lanolian ed¢ Ico eevacsd Jado fet he 

secon) tat0me uk derit peclagiarintes 

aa 

tid {sotxotetd etaAd’ ebyfonoo og taut oO. 

[iive ."\nwilai {sinoloozgsal Bie) ouitoundé, seer xebite 

:taemedate oc? sola yeds .¢ sgaq AO 

[eiraloosednl tad? Isevet seanglt?t esent” - 

evitslumus betemives ma beweTivg eovad aetax 

aac Obf thende .o,.) deo 196; &° to écawennt 

seacetond ayerevys betemtioe edT .( SOL emoosd 

jeso 499 Od ef sbaens? 10 2698 of@ x0? ‘aedat to. 

(S22 em@ped aad OOF ated? .o.t) 

noltadrogansiT eedistiisN sat tadveriw Detebrow I 

eat to «bots s shan secquug atdy tot asd nolaelmmod 

bre O10L gobble abpertsd to teeu si? NE easezond epsiovs , 

oft yrtarh noggea suttiaam off at essetont egaeteys env 

Sbolireq omae 

sitiaisesyvs ate 5 ene ASL :WOR0Id AM | 

.Vieita tard slam oF sidlasoqmt ed Blyuow df an 

| tolcastoind evan gon ob voy nsent BOY yy") 

illeys\ eo¢ a0 a@taeqeyom Sneisve oF a8 yoy o¢ eldaliava 

| abate) lg enolge1 evol¢tev end at ateyfank 
| s94Gi Bisse voy :2HO8 Sx0id .AM 
| -aqg oft aad Golteg yre iyri0ce ma I wD CD 

| | ‘roteetamod Layor eld? Yo asec 


Lidge o€2 mt ateb al orecT «© HORMOIG VA 


ANGUS, STONEHOUSE & Co. LTB. <= 2 Ty4 * c } nm * Pils & 
kena nee Steeves, Dickson,Parks,cr-ex 14570 
(Brazier ) 


Study, but that is the only data one has to work on, 
and I am just trying to recall wnat those figures 
would indicate if we have taken them off. 

Q. I don't want to be unfair, but reference 
has been made frequently to the findings of the Duncan 
Commission and the historical validity of those 
findings, and I couldn't agree with you more that 
they are important for the consideration of this 
Commission, but it seemed to me that they formulated 
their findings on a number of things one of which was 
that in 1912 the Canadian average had only risen 
55 per cent while the maritime average had risen 92 
per cent, and they were attempting to bring it back 
into equilibrium for the rest of Canada. 

MR. DICKSON: Yes, but the year should be 
1926 rather than 1912. As I read from the findings, 
the increase in the rest of Canada had been 55 per 
cent whereas the maritimes was 92 per cent. 

Q. And they were not necessarily tying it 
in with the price range in central Canada, but they 
were taking the whole of Canada and saying that it 
seemed unfair that the maritimes should have to be 
burdened with 92 per cent of the increase while the 
rest of Canada was only 55 per cent? 

MR, DICKSON: I would t2nxe it the rest of 
Canada would mean what it says: all the rest of Canada, 

Q. And they, therefore, reduced your rates 


by 20 per cent? 
MR, DICKSON: Twenty per cent within the 
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region and 20 per cent on the portion outbound fron 
the region -- the portion of the rate earned on traffic 
outbound, 

Q. I thought in the same context it may have 
been of some interest to this Commission to see whether 
or not your net rates now, with the 30 per cent and 20 
per cent subsidy, are 92 per cent or 55 per cent or 
20 per cent above the rest of Canada? 

MR. DICKSON: There we nave stated in our 
brief that it is difficult to measure the rate levels 
in the different regions of Canada, and we have in our 
brief suggested an average rate level measurement. 

O. Would you be in favour of equalization, 
Mr, Dickson? 

MR. DICKSON: I think you know our position 
on eqralization, 

Q. I thought if they were higher then we could 
not help but agree that with equalization they could not 
help but come down, There is just one other point: 
the matter of subventions te all carriers. Has the 
matter of pipe lines been coneidered by the Maritimes 
Transportation Commission® 

MR. DICKSON: No. You have caught me una- 
wares there. IT hadn't thought of pipe lines. We don't 
have any in the maritimes. 

Qa. L was thinking aoo1s vane situaclim where 
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subsidy scheme you would tend to discourage the 
introduction of more efficient means of transportation 
by keeping this umbrella over it? 

MR, DICKSON: No, we don't want to do that, 
wir. 

Q. And as I understood your discussion with 
my learned friend Mr. Brazier, the Maritimes Trans-= 
portation Commission feels that there is nothing invalid 
dn the present value of service principle, but the 
concern is with the method of applying it to presentday 
aituations; is that correct? 

MR. DICKSON: Perhaps you could repeat that. 

Q. As I understand your reply to Mr. 
Brazier, the Maritimes Transportation Commission still 
feels that the value of service principle is still 
valid in today's rate making situation, but that if 
there is to be any criticism of it it is to be the matte 
applying that principle to presentday situations? 

MR, DICKSON: Yes, I think that was our 
position there, We thought the value of service 
principle was not obsolete, the value of service prin- 
ciple being the highest and cost of service principle 
peing the lowest, and you had to get somewhere in 
between, 

Qe I think we agreed that the present 
situation under the horizontal percentage increase 
method has resulted in an unfair burden on long haul 


traffic; is that a4 correct statement? 
MR, DICKSON: The horizontal method of 
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increasing rates has borne more heavily on the long 


haul shippers. 

Q. It would seem clear, then, that if there 
is to be any shift or redistribution of this burden the 
short haul will have to take up a little bit of it? 

MR, DICKSON: That is true, Mr..Mauro, 

That is the problem, that the short haul has not been 
taking up the slack. It has been escaping because 

of competition, because of the rise of a new trans- 
portation agency. 

Q. So, any scheme that is devised or 
acceptable must come up with some method which will 
shift part of the burden presently borne by the long 
haul captive traffic onto the short haul traffic? 

MR, DICKSON: That is right. 

MR, FRAWLEY: May I ask one or two questions, 


Mr. Chairman, apropos of this value of service principle 


FURTHER CROSS-EXAMINATION BY MR, FRAWLEY: 
Qe May I read paragraph 121 into the 
record at this point; it has been read before: 
"Mere is no implication that the value 
of service principle is obsolete but, in the 
face of the new conditions of competition in 
transportation it has become progressively 
less able to function effectively so as to 
ensure the railways sufficient revenues 


without at the same time working hardships 


on regional economies." 
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Wouldn't it be fair to say that what you are saying 
there is that while it is not yet obsolete, in 
your opinion, it is approaching obsolesence? 

MR. DICKSON: No, I don't think so. 

Q. You say that it has become progressively 
less able to function; it is less able now than it was 
last month or last year, and if it continues in that 
pondriton it will be less able next year than it is 
this year. Isn't it fair to take that from your 
paragraph? 

MR. DICKSON: No, I don't think so, Even 
if you had a pure cost of service principle I would 
think there would still have to be some value of 
service principle inherent in it. 

Q. I am not quarrelling -- don't take me 
as one of those people who wants cost of wervice. 

MR. DICKSON: No, indeed. 

Q. I am only trying to get out of your 
paragraph what I think is in it, that you feel this 
value of service principle is becoming, as the dominant 
factor in rate making -- that is what it means to me -- 
as the dominant factor in the Canadian freight rave 
structure, particularly with respect to captive traffic, 
and I say that what you are saying -- and I find no 
fault with it, incidentally -- and I am not saying 
that to condition you for an answer -- I say that 
you say that the new conditions of competition in trans- 
portation make it progressively less able to function 


effectively. Just look at that: it is progressively 
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less able, Now, I put it to you, therefore, that it 
should not take and occupy the dominant position in 
rate making that it does today. 

MR, STEEVES: You are saying, Mr. Frawley, 
that the value of service principle is the dominant 
factor today in rate making, and we are attempting to 
get away from that? 

Q. All right, take that as a reasonable 
interpretation, 

MR, STEEVES: And I ask you what question 
you ask on that. 

Q. My question simply is, do you not 
think it is approaching obsolesence if it is not yet 
obsolete? 

MR, STEEVES: I am not so sure in attempting 
to answer that question we should get to a point of 
calling the value of service principle obsolete. I 
think perhaps the answer to the question may be, if we 
look around and see what has been happening in trans- 
portation since, say, the end of the war and see what 
effect it has had on the rate structure, then we are 
able to ascertain what, in effect, has happened to the 
traditional railway pricing policy. We have used the 
word "obsolete"-- tending towards obsolesence, That 
may not be an apt expression, The point is that it is 
creating problems for both the railways and economies 
that have grown up in relation to that freight rate 


structure. 


Q. Mr, Steeves, I put this to you: do you 
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think that it is proper and sound rate making to continue 


to use the value of service principle with respect to 


the captive traffic, the long haul captive traffic, when 


you have not been able to use it in that large segment 
that is being removed constantly from the rate structure 
and put into the class of competitive rates, either 
published competitive rates or rates published as 

agreed charges? Do you think it is fair that you 
should continue to use the value of service principle 

as the dominant factor in this ever-shrinking segment 

of the freight rate structure which I have just 
described to you? 

MR, STEEVES: Well, that is a question for 
the railways to answer, It is, of course, their 
present structure and they must apply it in the way 
they think best to return to them the maximum amount 
of revenues they need. They are not able, in large 
part, any longer to apply the value of service prin- 
ciple on pricing simply because it has largely become 
a cost oriented basis. To the extent there is certain 
traffic which will still move under the value of service 
principle, it certainly must continue. 

Q- You say there must be no maximum control 
on the rate structure and it must be left entirely to 
the railways, and if they find they must, having in 
mind -- motivated by the value of service principle -- 
that they must continue to charge the captive traffic 


all that that traffic will bear, then that is sound 


rate making in Canada in 1960? 
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MR. STEEVES: They must continue to charge 
the captive traffic a rate that will move that captive 
traffic. 

Qe Without any regard at all to the cost of 
service principle with respect to that captive traffic? 

MR, STEEVES: I am sorry, I didn't get that 
question, 

Qe You say the railways -- it must be left 
to the railways? 

MR, STEEVES: I don't want to leave that 
impression, that it must be entirely left to the railways 
AS we state here at the end of Chapter 2 -- or Chapter 1; 
I have forgotten which one it is, but whereas the 
railways would seem to have no alternative but to 
secure their net --- 

Qo Have you got a page number there? 

MR, STEEVES: I will see if I can find it. 
That is on page 16. The reference is to horizontal 
increases, but I use the same statement in relation to 
the working of the traditional pricing policy of the 
railways that they have no choice, in applying for 
freight rate increases, but to attempt to get as much 
revenue as they possiviy can wherever they can. 

Q well, if they apply for a freight rate 
increase and we find they must take 75 per cent of the 
freight rate increase from 32 per cent of the traffic 
because of the fact that so much of the structure cannot 
take its whole share of the increase, do you say that 


that must be left that way and there is nothing we can 
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do about it? 

MR, STEEVES: That I would take as the real 
transportation problem today, and I certainly am not 
in a position to give an answer to a question like 
that. 

Q. That is the problem, yes, but I am 
seeking an answer; I am seeking your views as to what 
the answer is. 

MR, STEEVES: I don't have an answer to a 
question like that. 

Qe Well, with great respect, that is what 
the Commission has to solve. 

THE CHAIRMAN: Well, we will expect a 
solution from you, 

MR, FRAWLEY: I certainly will bring some- 


thing to help you solve it. 


CROSS-EXAMINATION BY MR, CARTER: 


Q. Just one point: I was interested, Mr. 
Dickson, in your Commission's suggestion that this 
added subvention which you urge should be extended to 
the trucking industry. As I understood your Com- 
mission's case, this is what you suggest? 

MR. DICKSON: Yes, the other for-hire 
carriers, the trucking industry and water carriers. 

Q. yes, and I was interested in just how 
that might be worked out. You will bear with me if 
I make sure with you that I have your other submis sion 


clear: as I understand it, you have sought through a 
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2| certain analysis of the waybill report to determine the 
3 average rail rates in the eastern to eastern section 
4| over a certain number of years; that is right? 

5 MR, DICKSON: Yes, 

6 Qo You have also sought to determine a 

7 similar average of rates maritimes to sdstere: 

8 MR, DICKSON: Yes, 

9 Qo And you have, of course, discovered a 
10 difference between the two averages? 

11 MR. DICKSON: That is correct. 

12 Q. And those you look to as forming the 


13 basis for an increased subvention under your statute? 


this added subvention were placed in the statute, and 


14 MR, DICKSON: For an additional subvention, 
15] yes. 
16 Qo As I understand your submission, you 
‘| don't otherwise suggest any amendment to the statute, 
18, do you? 
| MR, DICKSON: No, sir, except the other point. 
v0 Q. Having to do with what I might call 
be procedural matters? Did I make myself clear? You 
al don't suggest any amendment to the statute? 
23 MR. DICKSON: Except to two points you have 
ia «624 covered, The payment of the additional subvention 
| 25 to the other carriers, and the additional subvention 
im 26 itself -- and the automatic adjustment to keep the rates 
| 27 in line too, I should add. 
28 Qo May I explore one more point with you to 
29] make sure my umerstanding is correct: in the event that 
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you have got it, then as I understand it in the end 
result the billed rate, as it is termed in the jargon 
of the trade, the billed rate would be somewhat 
substantially less on a movement outbound from the 
select territory than it now is? 

MR, DICKSON: Yes, that would be right. 

Q. And the procedure under the statute 
would remain the same: the Board of Transport Commis- 
sioners would certify what otherwise the normal toll 
would have been? 

MR, DICKSON: Probably we are not quite clear 
on this point, The rates in the tariff at present are 
what are called billed rates, They have the subvention 
the railways receive already taken off. We are not 
suggesting those rates should be changed, but that the 
additional subvention be applied by a master tariff 
which would subject that rate to a reduction of the per- 
centage in effect. 

Q. May I come quickly to the point I was 
after: you say this additional subvention in some manner 
should be extended to the trucking industry? 

MR. DICKSON: Yes. 

Q. As I understand you, you say it should pe 

eytvended orl: ‘'n so far as that industry participates 
in an outbound movement from your area -- out of the 


select territories? 


MR, DICKSON: The additional subvention is 
only to be paid on rail, truck and water movements 


outbound from the select territory. 
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2 Q. This, of course -- and I am concerned 

3] here with the proposed trucking movement -- this would 
4/ be an interprovincial movement? 

5 MR, DICKSON: Yes, 

6 Q. The Motor Vehicle Transport Act is in 

7| force in the maritime provinces, isn't it? 

8 MR, DICKSON: Yes. 

9 Q. Under that federal statute none of the 
10| maritime provinces attempts to control interprovincial 
11 rates, does it? 

12 MR, DICKSON: Newfoundland is not under the 
13] Motor Vehicle Transport Act. 

14 Q- Generally, there has been no attempt 

15] under the somewhat vague enabling section of the 

16|| Motor Vehicle Transport Act on the part of any of the 
appropriate highway authorities in the Atlantic provinces 
to control interprovincial rates? 

MR. DICKSON: There are various stages of 
control. I am sure Mr. Hume could correct me if I am 
wrong here, but I can make this general statement that 
there certainly is not the control in any of the 
maritime provinces that there is in the Province of 


Quebec. 


Q. On interprovincial trucking operations 


do the appropriate authorities in the maritime provinces 


require the filing of the tariffs of the interprovincial 


road haulers? 


MR, DICKSON: The Acts of the three mainland 


provinces do require that, but whether in practice it is 
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carried out --- 

Qe Are you speaking intraprovincial? My 
question is again -- all I am interested in is other 
than a local undertaking; an interprovincial operation. 
My question is merely whether the authorities of any 
of the maritime provinces require the filing of 
tariffs with respect to that type of operation? 

MR, DICKSON: I believe, subject again to 
correction by Mr. Hume if I am wrong, that the three 
mainland provinces do in their Act require the 
regulation, but whether, in effect, it is done or not 
I'm not prepared to say. 

Qe This is all I am really working around 
to: assume, if you will, that your additional convention 
is happily granted and it is proposed to be extended to 
interprovincial trucking operations, then immediately 
I wondered how you would work this out mechanically? 
Again, I have in mind the provision of the Maritime 
Freight Rates Act which provides for a certification 
by the Board of Transport Commissioners of the normal 
tolls, and in the end result a payment by the Minister 
of Transport of the difference between those normal 
tolls and the billed rate. How would this be applied 
to the truck operations in the event this wis included? 


MR. DICKSON: Perhaps I could point out the 


27 | difference that exists at present. The Board only 


28 


certifies normal tolls in respect of railways other 
than Canadian National. They only certify them in 


respect of Canadian Pacific and other lines. 


---Short recess, 
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ANGUS, STONEHOUSE & Co. Lto. Stee ves »Dickson, Parks,cr-ex, 1458 
TORONTO, ONTARIO (Carter ) 


THE CHAIRMAN: Order, please, Mr. Carter? 

MR, CARTER: Q: To take you on by a 
digression, if I may -- it is well in the area we 
were looking at; I gather from paragraph 210 of 
your Commision's submission that your Commission does 
have in mind the setting up of some new authority, 
presumably by an appropriate legislation? 

MR, DICKSON: Yes, we have in mind setting 
up a Subvention authority. That is the word we have 
used for the authority, I don't know whether it would b 
necessary that there be a new authority, but there 
mast be some authority to administer this plan. 

Q. Does your Commission have it in mind 
that the duties, as outlined in paragraph 210, of 
that authority might be added to the-duties of the 
Board of Transport Commissioners? 

MR, DICKSON: I suppose they could be, yes. 

Q. This, then, would give the Board of 
Transport Commissioners some interest, at least, in 
truck operations; would it not? 

MR, DICKSON: If they were the subvention 
authority, they certainly would have to have some 
interest in the trucking industry. 

Q. Yes, 

Now, again, I am just concerned with the 
truck operation. As I understand your submission, 
the truck operator engaged in this haul, I suppose, 
would have to -- in fact, you say so -- would have to 


file each of his bills of lading with the subvention 
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ANGUS, STONEHOUSE & co. to. Steeves , Dickson, Parks,cr-ex, 14584 
(Carter) 
authority; would he? 

MR, DICKSON: I think we are getting into 
detail there, now -- 

Q- My understanding of the workings of 
the present statute is that the Canadian Pacific 
Railway files each of its bills, does it not, with 
the Board of Transport Commissioners? 

MR, DICKSON: I believe they do, yes; that 
they file a copy of their freight bill with the Board, 
and get their reimbursements that way. 

I wonder, jagain, if I should point out 
that 1t is only in the case of Canadian Pacific and 
the other railways that that is done. In the case 
of Canadian National, the difference is determined 
by an estimate, It is estimated and certified 
to the Minister of Transport by the Canadian National 
Railway Company and approved by auditors of the said 
company respecting the eastern lines of the Canadian 
National Railways. 

Qe As far as the trucks are concerned, 

I would take it that your Commission would not haye 
in mind that the portion of the subvention to be 
paid to them would be based on an estimate? 

MR. DICKSON: i think thas this is getting 
into detail again, and probably could be worked out 
by people of ingenuity and goodwill. But I think 
probably the present system for G uadisr “+ fac 


and the other lines might very well work for the 


trucking industry. 
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Q. Let us assume, if you will, that that 
is done; then, you would have the truck transporters 
submitting each of their bills to the appropriate 
authority? 

MR, DICKSON: Yes, 

Q. Now, in the end result, then, part 
of the subvention then would be paid out to these 
truck operators? 

MR, DICKSON: Yes, the subvention they were 
entitied to on those particular movements would be 
paid to them, 

Qe This really raises the ultimate 
question that I wanted to hear from you on. What 
portion of the subvention would they be entitled to? 
That is, how in your view would the portion of a 
subvention earned by the inter-provincial trucker 
be worked out? 

MR,DICKSON: I think it is quite simple, Mr, 
Carter, and perhaps you have misunderstood, If the 
truck rate on any particular shipment was $1.00 -- 


@. Let me stop~you there, Who would 


#3 
es] 


set that truck rate that you have suggested of $1.00? 


MR, DICKSON: I would assume the management 


of the trucking industxy would. 


Q- Yes. You would then leave the trucking 
industry free as it presently is on inter-provincial 
operations there to set its own rates? 

MR, DICKSON: Yes. We are not suggesting 


any additional regulation other than that contained 
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in paragraph 210 of our submission, 

Qe All right. The management, then, of 
the trucking concern, you say, is free to set its own 
rate and in exercise of that freedom it sets the 
rate, as you suggest at $1.00? 

MR, DICKSON: Yes. And to continue that 
example, if the subvention rating was 31.3, based on 
the 1958 data -- 

Q. Yes? 

MR. DICKSON -- then, there would be a 
reduction of 31 cents, making a rate charged by the 
shipper of 69 cents; subvention paid by the 
government of 31 cents. 

Q. There would be nothing, as I understand 
you, to prevent the management of this particular road 
hauler from increasing his rate to -- apart, of course, 
from the question of whether he had anything to carry -- 
nothing to prevent him from raising his rate to $2.00; 
would there? 

MR. DICKSON; There would be no control, but 
I do not think the economic facts of life would permit 
him to do that, 

Qo But you do not, as I understand -- 
or your Comrission does not have in mind as part 
and parcel of this submission any type of control over 
the rate-setting ability of the inter-provineial 


truck operator? 


MR, DICKSON: No, as long as he files his 


rates with the subvention authority and charges them 
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eid see 5 them available to the public, 
‘ MR, CARTER: That's all, thank you, 
THE CHAIRMAN: Mr. Hume? 
CROSS-EXAMINATION BY MR, HUME. 
Qe. Dealing with the point, first of all, 


if I may, Mr, Dickson, to which Mr. Carter directed 


some questions, the trucking companies that are now 


Sperating out of the Maritimes or out of the select 


territories into central Canada are apart from those 
trucking companies owned by the railways -- they are 
A -- is that not correct, sir, 

as far as you are aware? They are not controlled by 


other transportation agencies? 


= 
> 
~t 


MR. DICKSON: No. I was just trying to 
recall whether Kingsway were operating there, but I 
think their license has been suspended, 

Q. And if the manager of a trucking 
company operating out of the Maritimes into central 
Canada sets a rate under which his goods move at a 
loss, it is not very long before his company goes into 
receivership? 

MR, DICKSON: That is one of the economic 
facts of life, 

Q. And there is not any forum he can go to 
for assistance, and he just goes bankrupt and falls 
by the wayside; and, in fact, this has happened in the 
Maritimes? 

MR, DICKSON: I cannot recall a particular 


example, Mr. Hume, in the Maritimes. 
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Q. Well, generally speaking a commercial 
company that cannot make a profit eventually goes 
under? 

MR. DICKSON: That is one of the economic 
facts of life, yes. 

Qe Whatever rate is set or filed or 
determined on behalf of this trucking company will be 
one which presumably will return the cost and contribute 
something to the profit? 

’ MR, DICKSON: Yes, I would expect it would 
be, yes. r 

Q. So that the rate, in other words, is 
the rate of the market phase, rather than the rate set 
by regulation from some higher authority? That is 
basically the situation, is it not, sir? 

MR, DICKSON: Perhaps, sir, you could repeat 
that again? 

Q. The rate by which most trucking operators 
in Canada charge their customers is the rate of the 
market place; it is set by competition, but it must 
be a rate which will return them enough money to keep 
going and pay their wages and their costs and their 
charges? 

MR. DICKSON: Yes, that is right. 

Q. So that I take it, Mr. Dickson, that 
the Maritimes Transportation Commission does not see 
any serious problem with respect to these rates which 


will be filed with the gsubvention authorities and 


upon this subvention which would be paid under your 
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proposal as outlined in paragraph 210? 

MR, DICKSON: No, I agree with you there. 

Qe Well now, Mr. Dickson, if I might 
just cover two or three general points with you. 

As I read your brief -- and I may say just 
in an aside that I recall one of the witnesses at the 
Lakehead said, and I think it was Mr. Phillips, that 
he admired the articulation by which the advocates 
of the Maritime case were able to present their case, 
and I certainly compliment you and your colleagues 
on the way you have presented your submission today. 

MR, DICKSON: Thank you very much, Mr. Hume, 

Qe. I take it from your section 197 and 
your section 199, both of which appear, by the way, 
in volume 83-A -- people studying this transcript will 
probably not have your submission, but they will have 
volume 83-A -- that the position you are making in 
those two sections is that the Maritime Freight Rates 
Act -- 

MR, SMITH: Just a moment, Mr. Hume, the 
witness is trying to find that, 

MR, HUME Q: Have you got your submission, 
or volume 83-A? 

MR, DICKSON: I have both now, sir. 

Qe. It doesn't matter which you use, but 
the first section appears on page 94. 

MR, DICKSON: Yes. 


Qs And the second section appears on page 


95? 
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MR, DICKSON: Yes, 
3 Q. And do I correctly take those two 
paragrgphs, without reading them again, that it is 


4 
5 the position of your Commission that the Maritime 
6 Freight Rates Act has been one of the factors inhibiting 
, the growth of the trucking industry in the Maritimes? 
8 MR, DICKSON: We feel that it is one of the 
9 factors that has played some part in slowing re- 
10 development of inter-interior competition in the 
" Maritimes, 
2 Q. And in fact, Mr. Dickson, just in 
13 passing, I notice in paragraph 200 of your submission 
14 that you refer to the cross-examination of Mr, Magee 
15 by my learmed friend, Mr, Smith -- 
16 MR, DICKSON: That is right. 
7 Q: -- where that admission is made, May 
I say just in passing that that admission, if you would 


like to call it that, was part of the evidence in chief 
of Canadian Trucking Associations as appears at page 
10602, In other words, part of the submission of the 


Canadien Trucking Associations indicated that this 


MR. DICKSON: Yes, that is right. Thas 
question ariscs, I think, in connection -- I am not 
sure of your paragraph number -- but it arises in 
ccnnection with a statement in your prier. 

Qo. Well then, just reviewing the Act as 
one only of the inhibiting faetors and recconizing 


was one of the factors? 
as we have done that there are other factors, can 1 
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also take from your submission, just speaking generally 
now, that this lack of motor carrier competition in 

the Maritimes has been detrimental to the Maritime 
shipper? 

MR, DICKSON: The less intense competition 
has not given the quality of competitive rate reductions 
that there are in other parts of Canada, 

Q. I think in fact, Mr. Dickson, that you 
make that point very well in section 82, which appears 
at page 53 of volume 83-A, in which you point out, 
referring to the railways: 

"Conversely,their inability to 

earn as much revenue in highly competitive 

areas as formerly, due to competition, 

has been reflected in attempts to earn 

a greater share in areas where competition 

4s absent or at least not as well developed, 

The Atlantic provinces are such an area," 

MR, DICKSON: Yes. 

Qe Do I correctly interpret ‘hat paragrapi 
that you are saying that the detriment to the Maritimes 
is due to the fact that because of this lack of 
motor carrier competition sreater revenues are sought 
from traffic in that area than in an area where there 
is greater motor truck competition? 

MR. DICKSON: I think we all have to *gree 
that the railways cannot get money from traffic which 
is going to go to other means of transport. 


Q. Then, again, Mr. Dickson, T wonder if 
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D you would just agree with me that your appendices 6, 
3 7 and 8, as I read them, clearly indicated that the 

4 impact of rates of the three kinds mentioned in those 
5 appendices clearly indicated that the impact is 

6 detrimental to the Maritime shipper, as opposed to, 

: say, the central Canadian shipper? 


MR, DICKSON: .I think they indicate quite 


8 

9 clearly that more and more rates on traffic of interest 
10 to other parts of Canada are able to escape the 

11 horizontal rate increase than on rates on traffic of 

12 Scieacst to the Atlantic provinces, I do not think 

13 there is any doubt about that, 

14 Q. Could we assume, Mr. Dickson, that if 
15 “@ue to a difference in history or development the 

16 motor carrier transportation industry had developed 

7 as rapidly in the Maritimes as it has in the central 


portion of Canada that some of the problems that your 
area now faces would not exist, There might be 
others to take its place, but the problems you have 
been discussing for the last day and a half would not 
be as serious, perhaps? 

MR, DICKSON: I think I would have to be 
perfectly frank and say there might perhaps be some 
improvements in them, but I still feel that we would 


have substantial problems. 


Qe Well, you have the problems you were 


discussing with respect to the distance you are from 


the markets, and so on, and I realize that is a fact 


of geography which no amount of competition can correct, 
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i. appreciate that. I am speaking purely of the aspect 
of the problem which I think you developed quite 
clearly that the lack of competition has produced 

some detriment to the Maritime shipper that is not 
suffered by his central Canadian competitor? 

MR, DICKSON: Conversely, I suppose that he 
h@s not obtained the same benefits as the central 
Canadian counterpart. 

Q. And in fact, Mr, Dickson, at page 29 
of your brief you indicate that encouragement of 
competition between the various media of transport 
could very well be expected to lower to some extent 
the rate level on traffic moving from the Atlantic 
provinces to severed Canada. In other words, you 
expect that the impact of competition would be that 
there would be more competitive rates? 

MR, DICKSON: As competition increases, that 
4s what has resulted in other parts of Canada, so it 
should result in the Atlantic provinces, 

Q. Well, Mr. Dickson, having read and 
having had you agree that my reading was correct, I 
also appreciate that you have got a rather paradoxical 
situation because you also make a very clear point 
at section 33 and again at section 120 that the growth 
of competition has to some extent thwarted the benefits 
of the Maritime Freight Rates Act? 

MR, DICKSON: The growth of compe tition 
outside the region has destroyed -=- has thwarted, to 


use your word -- has thwarted the benefits of the 
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Maritime Freight Rates Act, 

Q. So that would you agree with me that 
if the competition had developed as well inside the 
area that the effect of this thwarting would have been 
less? 

MR, DICKSON: Your question was if the 
competition had -- 

Q. --had developed inside the select 
territories at the same rate as it has developed outside 
that there would not have been so much thwatting as 
an effect of the Act? 

MR, IDCKSON: I thjmk there are other factors 
that we have to consider there, too -- that the 
competition within the region, if it had developed to 
the same extent, we would have had a substantial 
development in our economy. There is the commercial 
conditions and population and so on that they have 
in central Canada which we do not have here which 
has encouraged the development of competition there 
more so than perhaps it would have in the Maritimes, 

Q. Mr, Dickson, please don't mistake 
the purpose of my cross-examination, I am not in the 
slightest bit critical of any portion of your brief. 
As a matter of fact, it being sponsored as it is 
by the four Atlantic provinces is the first official 
endorsement of which I am aware in which any official 
provincial government has recommended the payment 
of 2 subvention to th: trucking industries, apart 


maybe from the Feed Grain Assistance Act. I am not 
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at all being critical and I am only seeking to develop, 
if I can, some information for the benefit of the 
Commission as to the effect of this Act upon the 
trucking industry in the Maritime provinces. 

Let me just make a statement, It was the 
submission of the Canadian Trucking Associations when 
they gave evidence that the Maritime Freight Rates 
Act was one of the inhibiting factors in the growth 
of the trucking industry in the Maritimes, and I take 
you do not disagree with that statement? 

MR. DICKSON: No. 

Q. And you also agree, looking at it 
strictly from the standpoint of the Maritime shipper -- 
nothing to do with the trucking industry -- from the 
standpoint of the Maritime shipper, whom you represent 
here indirectly, had there been greater competition 


in the Maritimes you would have been better off? 
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MR, DICKSON: There would have been some 
improvement, yes, that is true. 

Q. As to the degree, that is a matter of 
pure speculation and I wouldn't think of going into 
that for any time at all. 

Now, one other point. Do I properly interpret 
your Section 101, which appears on page 26 and pages 
59 and 60 of Volume 83A as indicating that the stronger 
the competition the greater bargaining power the 
shipper has? Is that a fair resume of what you said 
in 101? 

MR. DICKSON: Let me read 101. I think 
your statement is correct, that the stronger the com- 
petitive means of transportation certainly the stronger 
the bargaining position of the shipper ie.when he deals 
with the railways in obtaining a rate reduction, I 
suppose there is a point of diminishing returns when 
the competition is so strong that the railways are 
no longer interested in the traffic, 

Q@. Yes. You have got a table on page 26 
of your submission with respect to numbers of agreed 
charges with or without the escalator clause. I had 
assumed that hat you were saying in effect was the 
failure on the part of the maritime shipper to get the 
full benefit of such a clause was the fact that com- 
petition was not as strong in the maritimes as it was 
in other places in Canada? 

MR, DICKSON: What we are trying to say 


there is that the mere shelling of an increased number 


- <A 


' ‘ ® ill ‘Me oa | av 
emoa mood svsc bluow sod? — SME PMLA .F 

gh ee 

ours OF banana wi 
“a 

aves O64 

to tevdam 8 at dads «ao tged ont ot A 2 

a oN ee te 

otal anton to xatdd? 3'ablvow z bus moteat 

tis js “omit “yas * 

nf 2,00h@) 

texqiretni ylasgotq IT of 8. gntog _ ono Ww a fie 


+ 


8958q Dae OS sysq mo' axseqqe otcw OL mon tae8 * 


an 
$ PL ‘ 


qgeynorta ond gait anivdeotbhat es AEB emulov to 03 ‘tax ee 


and "rewoo antnitayied 1FseR9 sdz nolstteqmoo wa 
bise woy tetw Io emuset tist 8 Janz al cesd is NG 
| ef0L mt 

anint I [01 bsow om dol ;KORNOIC . AM | 
~moo on? xs_gm01te eit ¢sdt .JoevI0o st tnomesssa IOV 
wepnoxrtes eft yintsties notsesiogensi? Io ansom evidtieg 
éfseb end neodu.st weggise srt to nol titaog anintegisd ori 
I eolesubes eisai 5 gainistdo at eyswites ea? ctiw 
new asrwdes mildsintmib to iniog 8 al e193 ssoqaue 
e768 ayswviftst ed2 tant ynosuta o8 at aateianienss ort 
-oLtiert eft alt betaetednt segnol on 


3S susq fico eidsdy 8 tog seved voy -2eYy Pa”) 


beers to asda oF Sroeqest ditw aoltesimdve ayoy 20 


ee ey eS SE SSS —_ 


ban I ,Seusin sodalacas sid tuodtiw ro Atiw eoatatio 
eid asw doolls mi gntyss e195" Loy deck tatt bomvees 

sit Jay OF isqgifla smivinrem ond Io Jisq edd no emits? 
“moo Jans gos O82 asw savato 6 cove to dhened ILut 

aaw Jf 25 somiiivem ofS al gnore as ton Saw nokiiteg 
ie eabanad ak apoetg rorito. ei 
yse od aniyid oc ow cadw ;woexora | Pail | os 
tTedmun Deesetoal ms ic gntlforia e , edd tedd et ® 


- 


ANGUS, STONEHOUSE & Co. — 
STONEHOUSE & CO i sahil ex 14597 
ume 


of agreed charges or in the tonnages moving under them 
doesn't necessarily indicate that the competition is 
as strong as it might be elsewhere, that if -- perhaps 
I could express that again a little more clearly. If 
the number of agreed charges in two regions were growing 
together, then it doesn't necessarily mean the strength 
of the competition in the two eeptons is growing to- 
gether. 
Q. I appreciate that. Paragraph 97 of 
your brief says: 
"There can be no doubt that the shipper in 
such cases derives this strength from his and 
the railways' knowledge of the existence of ex- 
tremely strong and suitable alternate compe- 
tition for the traffic. Conversely, the in- 
clusion of "Escalator Clauses" can be taken 
to indicate a lesser strength of competitive 
forces." 
Then you reproduce your table which is in section 100, 
and my reading of those two sections was to the effect 
that what you were, in effect, saying was that the lack 
of strong competition was acting as a detriment to 
the maritime shipper. 
MR, DICKSON: I think those two paragraphs 
express it very well, Mr. Hume, 
Qa Am I correct in what I have just said? 
MR, DICKSON: Yes, I think that you have inter- 


preted them very well. 
Qs Now, my next point is that in dealing 
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with the requirements of a subsidy, I think you probably 
didn't intend paragraph 123 to be an outline of all of 
the economic requirements of the subsidy but you were 
directing your attention more to what you considered to 
be the necessary revisions for your Maritime Freight 
Rates Act? 

MR. DICKSON: Those are the requirements for 
up-dating the Act, yes. 

Q: And you make the point, I think, in 
subparagraph (3) that any such up-dating "must not 
deprive Atlantic provinces shippers of the opportunity 
of availing themselves of services and rates of carriers 
other than the railways." 

MR. DICKSON: That is right. 

Qe May I paraphrase that? What you are 
saying in effect is that any up-dating or revision of 
your Act must give a choice to the shipper so he may 
use competing forms of transportation if he wishes to 
use them. 

MR, DICKSON: Must give him the choice, and 
therefore must not deprive him. Yes; one is the con- 
verse of the other. 

Q. I am not, I assure you, attempting to 
trap you or put words into your mouth. I am merely 
trying to see whether I completely understand the 
phraseology you use. You have agreed with what I have 
just said, and I will go on to the next point. 

Then again at sections 186 and 202 you make 


the point that this extra subvention to which you have 
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4 referred in your brief should be paid either to the 


3| shipper or to all carriers, That appears in Section 186 


4| where you say: 


5 "Second and third requirements are the 

6 annual measurement of this difference and the 

7 payment of the subventions either to the shipper 
8 direct or to all types of for-hire carriers," 


9| Then again at Section 202 you use the words: 


10 "Ideally, subsidies should be paid to the 
11 users of transportation services. Such a 

12 procedure would (1) clearly indicate who the 

13 beneficiaries of the subvention are and how 

14 much they benefit from it, (2) enable 

15 the rate structure to develop without the 

16 influence of public subsidy policy elements and 
ld (3) retain for the transport user the free 

18 | choice of carriers which he does not have, if 
a a subsidy is given to one mode of transportation 
20 only." 

21 | Now, sir, may I have you agree, if you will, 


22|| that the plain English meaning of those sections I have 
23| read to you is what you mean? 

24 MR, DICKSON: Will you repeat that last part 
25|| again? 

20 Q. Am I correct in assuming that what you 
27 | are saying in effect is that any subsidy ideally should 
al pe paid either to the shipper or to permit him the 

29 free use of carrier or to all types of for-hire 


a carriers? 
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ANGUS, STONEHOUSE & CO. LTD. Steeves,Dickson, Parks, er-ex 14600 


TORONTO, ONTARIO 


(Hume ) 
1 
2 THE CHAIRMAN: Other than air, 
3 MR. HUME: I am not prepared to eliminate 


4 any type of carrier, Mr. Chairman. 
5 THE CHAIRMAN: He did this morning. 


6 MR. HUME: Well, the Maritimes Transportation 


~ 


Commission may not be asking the Commission. to make 


8 any recommendations with respect to it. What I am 


\o 


seeking to find out is what the thinking of this 
10 Commission is with respect to the principles of an 
11 ideal subsidy, to see whether he agrees with what he 
12 has said with respect to the requirements of this Act 
13 and an ideal subsidy, whether it should be paid to the 
14 shipper and he can spend the money on whatever for- 
”| hire carrier he likes or it can be paid to all for- 
16) hire carriers? 
| MR, DICKSON: We say in paragraph 136 that 
18 | the additional subvention envisaged in this submission 
19| would have as its first requirement . .. second and 
20 third requirements are, and the third one is what we 
21 are interested in, the payment of the subsidy to the 
| shipper direct or to all types of for-hire carriers. 


ao Qe Then at 202 you seem to tie it down and 


y you say: 


25 | "Ideally, subsidies should be paid. . : 
ts and so on. In other words, all I am asking you, 80 
27 that there may be no confusion, do you mean what you 


28 say in paragraph 202? 
29 MR, DICKSON: I think you have to read 202 in 


30 connection with 186. 
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Q. Well, 186 merely says you are going 
on to develop the second and third requirements? 

MR, DICKSON: Of this additional subvention, 

Qe And when you get to 202 I suggest you 
have developed and nailed down your requirements under 
section 123. I hope I am not embarrassing you by any 
of these questions. I thought that just sort of 
followed and you are hesitating. If you prefer not 
to answer I will go on. 

MR, DICKSON: I think you have to read 202 
in connection with 186 rather than make it one which 
might be used in connection with all subsidies. we 
were developing a third requirement following paragraph 
186, 

Q. I take it then, sir, that the reason 
you want to give me is that the reference to subsidies 
in section 202 where you set out the ideal of the 
subsidy -- that that subsidy refers to the subvention 
under the Maritime Freight Rates Act? 

MR, DICKSON: Yes. 

Q. That is fine. 

MR. DICKSON: Perhaps we should just clarify 
that point: The additional subvention envisaged in 
this submission. 

Q's If that is the qualification on section 
202, would you be good enough to look at it again? 
There is nothing I have read up to that point that 


qualifies what you are saying. I am not going to 


quarrel with you. I wanted to be sure that when you 
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use the word "subsidies" in 202 you are only talking 
about the additional subvention under the Maritime 
Freight Rates Act? 

MR. DICKSON: Yes. I think that might be 
a fair interpretation there, 

Q. Then that brings me to this question: 
what is peculiar about the additional subvention that 
you are requesting that separates it from the sub- 
vention that you are now paying with respect to the 
shipper that it be paid to the transport user to 
permit a feee choice of service? 

MR. DICKSON: What you are saying is, if I 
understand you correctly, Mr. Hume, that .the trucking 
industry has been seriously affected by the present 
Maritime Freight Rates Act and that the transport user, 
because of the Maritimes Freight Rates Act goes not 
have the free choice of carrier that he would have if 
the subsidy were paid to the trucking industry. Am 
I correct in your --- 

Q. Well, that is what was said in the brief 
of the Canadian Trucking Associations, and I say it asa 
their advocate, Without attempting to sidetrack 
your thought, what 1 am getting at mow is why co you 
as the witness for this Commission suggest that there 
is anything peculiar about this additional subvention 
so that only that portion of 202 dealing with payment 
to the transport user or to all types of transportation 
what is so special about this additional subsidy 


that doesn't apply to the present subvention? In 
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ANGUS, STONEHOUSE & co.LTp, Steeves,Dickson, Parks, cr-ex 14603 
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other words, if, ideally, it should be paid to the 
transport user or should be paid to all types of 
transportation, what is so special about this extra 
30-odd per cent that doesn't apply to the first 30-odd 
per cent? 

MR, DICKSON: I am afraid I can't answer you, 
Mr. Hume, 

Q. Well, Mr. Dickson, if competition, I 
think we have agreed, is good for the maritime shippers- 


MR, DICKSON: I am sorry, Mr. Hume --- 
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Qe We have agreed that increasing 
competition will benefit the Maritime shippers, and 
if we have agreed that the Maritime Freight Rates 
Act has inhibited the growth of that competition to 
some extent, and if the ideal subvention should be 
paid for the benefit -- after all,it is paid not for 
the benefit of the railways but for the benefit of 
the shippers? | 

MR, DICKSON: It is not supposed to be --- 

Q. It is to help the Maritime shipper? 

MR, DICKSON: It is not a help to the 
railways. 

Q. No. So that if these conditions are 
agreed, I simply put, to me, what is the obvious 
question: why don't you include the Maritime to 
Maritime trucking industry? 

MR, DICKSON: If that is what you are coming 
at, Mr. Hume, the answer is that the Maritime Freight 
Rates Act within the region has not seriously affected 
the trucking industry. 

Q. Well, this is your opinion? 

MR, DICKSON: That is my opinion; that is 
the position we have taken. 

Q. You are aware that the Maritime 
trucking industry have said it does interfere with 
them? 

MR, DICKSON: That is right. 


Q. So, there is a difference of opinion? 


MR, DICKSON: I read your submission. 
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Q. It is not only in my submission, but 
I understand the local association have made strong 
representations over the last many years on this 
subject, 

MR, DICKSON: I don't know I can agree entirely 
with that, 

Q. Well, certainly since 1957: would 
you agree with it since 1957? 

MR. DICKSON: Yes, I have heard more 
complaints -- a number of complaints since 1957. 

Qe I will come back to your statement 
that it has not seriously affected it, but at the 
present time if the rate between A and B on the 
railway is $1.00, the published rate or billed rate 
is 80 cents; is that correct? 

MR, DICKSON: Yes. 

Q. The railways get a $1.00 but the 
shipper pays 80 cents? 

MR. DICKSON: Yes. 

Q. If the trucker wants to get the 
traffic -- and forget service and door to door deliveries; 

just on the straight movement-- all he gets is 80 cents? 

MR, DICKSON: If it is a pure rate competitive 
situation. 

Q. Yes, tq the extent it is a pure rate 
competitive situation. How can you say it has not 
seriously affected the trucking industry? 

MR, DICKSON: I think I have already said 


competition has. grown within the region to some extent. 
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Q. But not as much as other regions, has 
it? 

MR, DICKSON: No, but there are other 
considerations besides the Maritime Freight Rates Act. 

Q. I grant you that. You have got long 
distances, and the roads are not quite perhaps as 
developed in some areas, and you have a sparse 
population. 

MR, DICKSON; And commercial considerations. 

Q. And I think there are something like 
four sections in your brief, 131, 132, 133 and 197 in 
which you state that it has not too seriously affected 
the trucking industry. 

MR, DICKSON: We have stated it a number of 
times, yes sir. | 

Q. And I take it this opinion is a 
personal opinion of you? 

MR, DICKSON: It is the position the 
Commission takes, 

Q. Well, my question was, why not include 
the Maritime to Maritime for hire truck operator, and 
you started to say that up to the present time he 
has not been hurt too much, in your opinion, and I 
would like you to go on if you have any other reasons, 

MR, DICKSON: No, that is what we have stated 
in our brief, that the intra-Maritime subvention has 
not seriously affected the trucking industry, and what 


we are concerned with is that an increase in the 


subvention may affect the trucking industry, and that is 
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the reason we come before this Commission, and when 
we suggest an additional subvention we say that you 
should pay it to the trucking industry. 

Q. In section 132 you say that there is 
a point at which the subvention rate will be 
sufficiently high to eliminate all carriers, and in 
section 133 you say that any revision of the Act 
increasing the subvention rate payable to the 
railways alone might very well seriously weaken or 
eliminate entirely the use of motor trucks and water 
carriers, 

MR, DICKSON: That is right. 

Q. And in section 137 you say it would 
weaken and possibly eliminate all carriers competitive 
with the railways. So, you have, I think, a very 
real fear that any more money that is paid might have 
this prejudicial effect; is that correct? 

MR, DICKSON: It is a question of the degree 
of increase, I suppose. Any increase would have an 
effect, and the greater you make that increase the 
greater the effect. 

Q. And your Commission and the government 
you represent do not want that to happen? 

MR. DICKSON: We feel it would be wrong to 
eliminate the use of highway carriage in the Maritimes. 

Q. Mr. Dickson, if you have not gone into 
this please say so and I will drop the subject because 
I am not seeking to embarrass you. If it is not 


in the interests of the people you are representing 
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that this competitive force, whatever it may be -- 
ships, or air or pipelines -- be weakened, what is 

the objection of the Maritimes Transportation Commission 
to ineluding all for hire carriers in a2 subvention that 
is paid for the benefit of the shipper? 

MR, DICKSON: You have an administration 
problem there too, Mr. Hume, If you were to extend 
subsidies to every trucking industry operating in the 
Atlantic provinces you certainly would have a vast 
amount of administration, 

Q. Would you not concede, as you did to 
my learned friend Mr. Brazier, or whoever raised this 
point, that people with ingenuity and goodwill can 
work out these problems? 

MR. IDCKSON: Perhaps they could, yes. 

Gs And if this administration problem that 
you refer to can be solved -- and I presume it can; 
there have been one or two suggestions early in the 
record of this Commission -- if it can be solved, is 
there any other reason why it should not be paid 
equally to ell the carriers? 

MR, DICKSON: I think that if the industry 
has been seriously hurt by the subvention, if the 
administration problems could be overcome, and it 
could be proved they have been seriously hurt, then 
they certainly would have a case for seeking the 
payment of those subventions. 


THE CHAIRMAN: In your view, have trucks 


been handicapped? 
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MR. DICKSON: No, we don't think so, Mr. 
Chairman. The growth of competition within the region 
has been -- competition within the region has grown 
during the past few years, 

THE CHAIRMAN: And your submission is more 


particularly in connection with inter-provincial 


rather than intra? 


MR, DICKSON: That is right, Mr. Chairman, 

MR, HUME Q: What about New Brunswick to 
Nova Scotia? That is Maritime to Maritime and it is 
inter-provincial? 

MR, DICKSON: I should have used the term 
"inter-territorial" or"inter-regional" there rather 
than "inter-provincial", 

Q. "Inter-select territory" -- it is a 
little cumbersome, but that is what you mean, As I 
understand the position of the Commission it is that 
because the trucking industry has not been seriously 
harmed to date, and because of administration problems, 
you do not recommend any change in the present act, 
but because you don't want any harm done to the 
competition that has been developed in spite of the 
Maritime Freight Rates Act any additional subventions 
should be paid provided it is only on the out-going 


movements? 


MR, DICKSON: That summarizes it very well, 


Mr. Hume, yes. 
Q. This additional subvention would apply 


only on the movement east to west, wouldn't it? 
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2 MR, DICKSON: Yes, 

3 Q. It would only be one way? 

4 MR, DICKSON: It would only be westbound 


5 traffic -- outbound from the Atlantic. 

6 Q. Thank you, Mr. Dickson. Is there 

4 any other reason you want to add as to why the 

8 Maritime trucking industry cannot now benefit, in your 
9 view -+-- 

10 MR, DICKSON: If I have overlooked anything 
11 in the submission, that should be added; but, I rather 


12 think I haven't. 


13 Q. I have been through this very closely, 
14 as you can imagine. 

15 MR, DICKSON: Yes. 

16 Q. And I cannot see anything -- I don't 


17 think you have left anything out. As a matter of 
18 fact, the way I read your submission was that in the 
19 four places I mentioned you repeat that you don't 

20 think the industry has been too seriously hurt to 

1 date, but you don't want any additional moneys paid, 


and this is a matter no doubt somebody will be able 


22 
23 to persuade you otherwise about, but I can't do it 
24 and I am not going to try. Your plan of administration 


25 which you show in sections 209 to 214 -- you must 


believe that that plan of administration would be 


26 

27 suitable for including water and highway transport’ 
28 MR, DICKSON: Yes, I think so. There may be 
29 other things that should be said there, but that sets 


30 out what you might say is the bare bones of it, and 
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perhaps it was not even necessary for us to set out 
anything there but we felt we should try to be as 
helpful as we could. 

Qe Yes, and I am glad you did because 
it does assist. Why wouldn't the same plan of 
administration solve this problem that seems to be 
worrying you on intra-territorial movements? Why 
wouldn't the same plan work? I think it would, and 
I am wondering why -- 

MR, DICKSON: It might. 

Qe I have one further point I have been 
asked to bring to your attention. You have indicated 
in your chapter on the transportation situation in 
Newfoundland which is developed at some length around 
paragraphs 250 to 255, and you develop the limitations 
of the William Carson. 

MR. DICKSON: Yes, sir. 

Q. And I suppose you would agree with me 
that the degree to which inter-provincial trucking 
will. develop, private or for hire, from the Maritimes 
to the mainland of Canada is directly related to the 
quality and kind of ferry service? 

MR, DICKSON: Yes, I think that is a fair 
statement. 

0. I take it your brief is drawing to the 
attention of this Royal Commission that the motor 
vessel William Carson is inadequate to provide what 


you think is the necessary facilities for highway 


transport movement? 
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seems to suggest, because the publication indicates 
that its purpose will be to link the places you 
mentioned with Nova Scotia, But, that is not so? 

MR, DICKSON: It must be unreliable, because 
it is not so. 

COMMISSIONER MANN; I think it links those 


places with Nova Scotia because it was built in 


Nova Scotia, 


MR, HUME Q: Well, the reason I mention 


(Hume ) 
1 | 
2 “MRS DICKSON: Yes, I think it is, Maybe 
3 the restrictions are too small, the economic-size 
4 rigs that the highway carriers operate today cannot 
5 get aboard the vessel, 
6 Q. I have in my hand an issue of the 
7 Pictou Advocate dated August the 18th announcing 
8 the launching of another ferry to Newfoundland the 
9 Jean Guy. 
10 MR, SINCLAIR: That is about as reliable 
11 as the Winnipeg Free Press, 
12 MR, HUME: Well, reliable or not, the 
13 photograph shows the vessel hitting the water, so 
14 obviously it was launched, and I wondered why you 
15 didn't mention that in your brief and whether this 
16 is something --- 
17 MR. DICKSON: That ferry is to operate 
18 between Portugal Cove and Belle Island, which is intra- 
19 Newfoundland. 
20 Q. This is possibly where the publication 
1 lacks in reliability, as my friend Mr. Sinclair 
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the specifications -- and I want to see if this is the 
kind of thing you had in ming -- this new ship has a 
deck clearance of 124 feet which I believe is indicated 
as suitable for taking highway transport vehicles, 
| MR, DICKSON: I understand that the average 

overall neight of the type of rig that is operated 
by the major trucking companies today is 124 feet, 

Q. That is a little high? 

MR. DICKSON: Is it? 

Q. Yes. I would like to get your comment 
on this, and may I just read it to you. This is a 
letter, Mr. Dickson, from the Maritime Motor Transport 
Association dated August 24th, 1960, It is in 
relation to an inquiry with respect to this very 
problem raised in your brief as to the requirements 
of another or a new ferry to solve some of the highway 
problems, and it reads as follows: 

"Many of our freight and furniture 
vans, including stake and rack, are now 
running to twelve and 123 feet in height 
with combination lengths of 60 feet." 

Would you agree with that? 
MR. DICKSON: Yes, if the average height is 
124 feet, which I understand it is, then it should be 
sufficiently high. 
Q. Reading ons 
"we also strongly recommend 
that facilities be provided to tie down or 


anchor semi=-trailers detached from the 


edi? ct etdd tr ote od naw ‘aren " oF 
3 ead aida wea ata — hte ot Bac owe ath 
bedsolbat at sveiied X doidw ¢5e% test 40 a 
esfeiney voqaek vawrigic poised | 
egarevs oft Jad? boetetebay I coat = =a ae ; 
betereqo et dada git ‘% eee? ert te tighec ‘L ] 


ose $85 et yebot (itdaae’ salonrad ane 


trata efgetil & ai tadT ME nem " a 
iy j ; , 
ook al s;MOCKOLG’ Ae ) oe 3 
‘. ina “¢ 
jiremmoo awoy tay oF sett l bleow I _asy wo ad oH F 


¢ igi Sha? .wOe of BL Beet saute "Toga bes edd fo 
ad asia XO Jott shits becom eft moxt moadold amt vweddel 


atel-¢I ,@80L ,qvhS Jougwa one ‘oo ttatebaeh 


wrev ebdY of doogeet fiiw cihteat nee oF avivaten 


afuoweilupst sat oF ae teitd xnoy at boatat ino rtoug 


yewtinid sit “io sade syive of YrtSsl wor & to teljons | 
saworfot es ebser UE bes .amoldor ; 

| orcad Loew? has driptert tim to yas” vs aa 

| wor 966 fort bes otlats gtbulont , owe 


drigtoed nl hag Lor bus eviews of gatammr = 


" Jest 02 he andgaer no (¢aardaos vie 

cisdd fain esas uo, BIW 

et tainted sqbvove od Tt .ce¥ : MOBROTS ee) ae 
| 


od bfeode 3) med’ ,el Ft bastexebas F dotdn dee ist X 


| pndélibaet <ignorte outa ewe | ee 


1 mwod Of9 of bebtvow of mettettost 


edd mov? bodveted aseltdécisiasa todpe 


ANGUS, STONEHOUSE @ co. Lro, SLEEVES, Dickson »Parks,cr-ex, 14614 
TORONTO, ONTARIO (Hume ) 


power unit. We foresee a development in 

the trucking service to and from Newfoundland 

where semi-trailers will be shuttled (fishy- 

backed if you like) with the power unit 
remaining at the terminals," 

Is this something your Commission has 
considered? Is this implied in your suggestions? 

MR, DICKSON: We talk about a container ship 
there, suitable for handling trailers, containers -- 

I don't know just when a trailer becomes a container, 
If you take the motor off does it become a container? 
Not quite. I think you have to take the wheels off, 

Q. Why? 

MR, DICKSON: I believe some of the American 
lines do take trailers on without the power unit and, 
to me, personally, that seems like a sensible thing 
to do. 

Q. It is known as "fishy-back"? 

MR. DICKSON: Yes. 

Qe It is a terrible term, but there it is, 

MR, DICKSON: It would seem to me personally 
to be a sensible thing to do, if you can do it feasibly. 

Qe And that is what you had in mind in 
connection with ths submission? 

MR, DICKSON: Well, we didn't really consider 
this point, whether the highway trailers would be 
detached or not. As long as this new vessel was 


able to carry containers, highway trailers, if you 


want to say "detached" or "not detached" from their 
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power units, all right; automobiles and passengers, 

Qe My learned fricha Mr. Cooper put to 
you that there was no historical promise to extending 
subventions to other carriers, I suppose the record 
Should contain your admission that in 1865 when these 
matters were being discussed the only methods you 
had of transport were railway, water and horse and 
wagon - an ox cart; in other words, at the time these 
promises were given there wasn't any such thing as 
a motor vehicle? 

MR. DICKSON: That is right. The country was 
united -- Confederation came about by the building of 
railways. There was no thought at that time, I would 
not expect, of highway carriage, but the Duncan 
Commission apparently overlooked the beginning of. the 
trucking industry. It may have been because the 
complaints presented to Sir Alexander Duncan were 
mainly Pcie nk with railways, but he did figure on 
the effect of his recommendations on the other major 
railway, and if you look at the intent of the Maritime 
Freight Rates Act, that it is to enable the Maritime 
freighters, manufacturers and merchants to gain access 
to the larger markets of Canada, then the truck comes 
into play. 

Q. In other words, the historical promise 
was really to the Maritime merchants, and that is 
shown where you quote from the Duncan report in 


paragraph 8 -- the promise was to the shipper and 


to the merchant. 
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TORONTO, ONTARIO (Hume ) 


MR, DICKSON: To the people of the Maritimes, 

Q. And whatever technichological advances 
have come about in improving methods of transportation, 
that benefit will continue only so long as all those 
methods are permitted to compete in a free economy, 
Would you agree with that? 

MR. DICKSON: Yes, I would. 

MR, HUME: Thank you very much, you have been 
very helpful. 

THE CHAIRMAN: We will adjourn now until 
10:00 o'clock tomorrow morning. 


-+-Adjournment. 
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